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Bulletin  No.  98-01 


To: 

From: 

Date: 

RE: 


AH  Commercial  Health  Insurers,  Blue  Cross  and  Blue  Shield  of 
Massachusetts  (BCBSMA)  and  Health  Maintenance  Organizations  (HMOs) 

Commissioner  Linda  Ruthardt 

February  2, 1998  ^ 

Amendments  to  Laws  Mandating  Coverage  for  Early  Intervention  Services 
for  Dependent  Children 


The  purpose  of  this  Bulletin  is  to  notify  commercial  health  insurers,  BCBSMA  and 
HMOs  that  St.  1997,  c.  235  has  amended  G.L.  c.  175,  §  47C,  G.L.  c.  176A,  §  8B,  G.L.  c.  176B,  § 
4C  and  G.L.  c.  176G,  §  4,  the  laws  mandating  coverage  for  dependent  children,  including 
coverage  for  early  intervention  services,  in  the  following  manner: 

1.  St.  1997,  c.  235  amends  the  above-referenced  laws,  which  include  requirements  for 
coverage  for  medically  necessary  early  intervention  services,  to  delete  the  language  which  states 
that  such  services  must  be  provided  from  a  child's  birth  until  "three  months  after  their  third 
birthday  or  until  September  first  of  the  year  of  the  recipient's  third  birthday  if  the  recipient  was 
born  after  April  first"  and  inserts,  in  its  place,  until  "their  third  birthday". 

2.  St.  1997,  c.  235  also  amends  G.L.  c.  176A,  §  8B,  G.L.  c.  176B,  §  4C  (governing 
BCBSMA)  and  G.L.  c.  176G,  §  4  (governing  HMOs)  to  increase  the  amount  such  entities  are 
required  to  reimburse  for  costs  for  mandated  early  intervention  services  to  a  maximum  benefit  of 
$3,200  per  year  per  child  and  an  aggregate  benefit  of  $9,600  over  the  total  enrollment 
period. 

As  noted  in  Bulletin  No.  96-19,  commercial  health  insurers  have  been  required  to  provide 
a  maximum  benefit  of  $3,200  per  year  per  child  and  an  aggregate  benefit  of  $9,600  over  the 
total  enrollment  period  for  costs  for  early  intervention  services  since  August  10,  1996  (the 
effective  date  of  an  amendment  to  G.L.  c.  175,  §  47C  by  St.  1996,  c.  365  §  16). 

The  above-referenced  amendments  are  effective  for  all  policies,  certificates,  evidences  of 
coverage  and  contracts  which  are  issued  or  renewed  on  or  after  March  24,  1998.  Please  refer  to 
St.  1997,  c.  235,  G.L.  c.  175,  §  47C,  G.L.  c.  176A,  §  8B,  G.L.  c.  176B,  §  4C  and  G.L.  c.  176G,  § 
4  for  a  complete  description  of  the  benefits  required  to  be  provided. 

Any  questions  regarding  this  Bulletin  may  be  directed  to  Caroline  E.  DeStefano, 
Assistant  General  Counsel  at  (617)  521-7364. 
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^IMPORTANT** 
DID  YOUR  COMPANY  MISS  A  DEADLINE? 

Carriers  that  offer,  sell,  issue,  deliver,  make  effective  or  renew 
group  health  insurance  policies  that  include  CONVERSION  provisions 

and/or 

nongroup/individual  health  insurance  policies 

are  especially  advised  to  review  the  contents  of  this  bulletin 

to  avoid  enforcement  actions  and  related  penalties. 


TO: 

FROM: 
RE: 

DATE: 


Bulletin  No.  98-02 

Commercial  Health  Insurers,  Blue  Cross  and  Blue  Shield  of  Massachusetts,  and 
Health  Maintenance  Organizations 


Linda  Ruthardt,  Commissioner' 

Conversion  Nongroup  Health  Flans  and  Closed  Nongroup  Health  Plans,  and  the 
Implementation  of  the  Nongroup  Health  Insurance  Law 

April  2,  1998 


CHANGES  TO  MASSACHUSETTS  HEALTH  INSURANCE  STATUTES 
DESIGNED  TO  REFORM  HEALTH  INSURANCE  COVERAGE  FOR  PERSONS 
BUYING  SUCH  COVERATE  OUSTIDE  OF  AN  EMPLOYER  GROUP  PLAN  DO 
AFFECT  GROUP  POLICIES.  PLEASE  READ  THIS  BULLETIN  CAREFULLY. 

•  "  Introduction 


The  term  "nongroup"  is  used  in  M.G.L.  c.  176M  ("Chapter  176M"),  the  Nongroup 
Health  Insurance  Law,  to  refer  to  health  insurance  coverage  sold  to  individuals— whether 
the  coverage  is  for  an  individual  or  for  an  individual  and  dependents.  Because  the  use  of 
the  term  "individual"  results  in  confusion  between  the  employer  group  and  nongroup 
markets  and  the  individual/family  coverage  designation  usually  used  for  employer  group 
coverage,  the  term  "nongroup"  is  used  in  Chapter  176M  to  describe  coverage  sold  outside 
of  an  employer  group.  Nongroup  insurance  may  be  for  an  individual  or  for  an  individual 
and  dependents. 
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Conversion  nongroup  health  plans  are  generally  those  plans  sold  as  "group 
conversion  coverage"  to  former  employees  of  an  employer  group  or  former  members  of  a 
group  covered  through  a  trust  or  association  when  the  person  is  no  longer  eligible  for 
group  coverage. 

As  discussed  in  more  detail  below,  most  types  of  policies  that  were  sold  outside  the 
employer  group  market  prior  to  the  implementation  of^Ghapter  176M  reforms  are  now  in 
closed  blocks;  there  is  only  a  short  list  of  types  of  policies  which  Chapter  176M  did  not 
close. 

The  purpose  of  this  bulletin  is  to  reiterate  the  following  and  to  help  carriers  avoid 
unnecessary  fines,  administrative  fees  and/or  enforcement  actions: 

(1)  all  conversion  nongroup  health  plans  (often  referred  to  as  "group  conversion"  policies)  must 
be  guaranteed  issue  health  plans  as  of  the  first  day  of  the  first  open  enrollment  period  for 
guaranteed  issue  health  plans,  which  was  October  1 ,  1 997; 

(2)  all  carriers  offering  conversion  nongroup  health  plans  as  of  October  1,  1997  were  required  to 
submit  rate  and  form  filings  to  the  Division  by  August  20,  1997  and  must  submit  such  filings 
as  soon  as  possible  if  they  have  not  done  so  already; 

(3)  as  of  October  1,  1997.  conversion  nongroup  health  plans  or  any  other  type  of  nongroup 
health  plans  that  were  not  a  guaranteed  issue  health  plan  became  closed  plans:  and 

(4)  all  carriers  with  closed  plans  were  required  to  submit  rate  and  form  filings  to  the  Division  by 
August  20,  1997  and  must  submit  such  filings  as  soon  as  possible  if  they  have  not  done -so 
already. 

For  information  regarding  the  implementation  of  Chapter  1 76M,  carriers  should  refer  to 
Division  of  Insurance  ("Division")  Bulletin  No.  97-07,  issued  on  June  7,  1997,  and  regulation 
211  CMR  41.00— entitled  Nongroup  Health  Insurance  Rale  and  Policy  Form  Filings,  Review, 
and  Hearing  Procedures  Under  M.  G.L.  c.  1 76M,  in  addition  to  Chapter  1 76M. 

Questions  regarding  this  bulletin  should  be  directed  to  Kevin  Beagan,  Director  of  the 
Health  Unit  of  the  State  Rating  Bureau  at  (617)  521-7347,  or  mailed  to  him  at  the  Division  of 
Insurance,  470  Atlantic  Avenue,  Boston,  MA  02210-2223  (faxes  may  be  sent  to 
(617)521-7771). 


•     Conversion    Nongroup    Health    Plans    (Often    Referred    to    as    "Group    Conversion 
Policies") 

As  discussed  in  Bulletin  No.  97-07,  Chapter  176M  uses  the  term  "conversion  nongroup 
health  plan"  when  describing  group  conversion  policies.  Under  Chapter  176M,  section  1,  a 
"conversion  nongroup  health  plan"  is  "a  nongroup  health  plan,  offered,  sold,  issued,  delivered, 
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made  effective  or  renewed  by  a  carrier  to  a  former  employee  or  member  or  the  dependents, 
including  a  spouse  of  said  former  employee  or  member,  within  or  without  the  commonwealth 
pursuant  to  the  terms  of  a  group  policy,  contract  or  agreement  with  said  former  employee's 
former  employer,  or  through  a  trust  or  association...."  The  definition  excludes  policies  for 
continued  group  coverage  under  the  federal  COBRA  provisions  or  the  Massachusetts  Small 
Group  Insurance  Law  group  continuation  coverage  provisions,  which. are  similar  to  the  federal 
COBRA  provisions. 

As  discussed  in  Bulletin  No.  97-07,  Chapter  176M,  section  2(a)  states  that  conversion 
nongroup  health  plans  are  subject  to  the  requirements  of  Chapter  176M  except  that  the  offer, 
sale,  renewal  or  delivery  of  a  conversion  nongroup  health  plan  does  not,  in  and  of  itself,  obligate 
the  carrier  to  otherwise  offer,  sell,  issue,  renew  or  deliver  a  nongroup  health  plan,  including  a 
guaranteed  issue  health  plan,  to  any  person  to  whom  the  carrier  does  not  have  such  an  obligation 
pursuant  to  a  group  policy,  contract  or  agreement  with  an  employer  or  through  a  trust  or 
association. 

As  discussed  below,  conversion  nongroup  health  plans  that  do  not  meet  the 
requirements  of  a  guaranteed  issue  health  plan  became  closed  plans  as  of  October  1, 1997. 


•     Closed  Plans 

Under  Chapter  176M,  section  1,  a  "closed  plan"  is  "a  nongroup  health  plan  issued  by  a 
carrier  to  a  natural  person  for  said  person,  as  well  as  any  dependents,  prior  to  the  first  day  of  the 
first  open  enrollment  period  specified  in"  Chapter  176M,  section  3(b).  New  dependents  may  be 
added  to  closed  plans  under  this  definition. 

As  discussed  in  Bulletin  No.  97-07,  under  Chapter  176M,  section  3,  as  of  the  first  day 
of  the  first  open  enrollment  period  for  the  guaranteed  issue  health  plans,  carriers  in  the  nongroup 
health  insurance  market  in  Massachusetts  will  offer  guaranteed  issue  health  plans  in  accordance 
with  the  provisions  of  Chapter  176M.  As  of  that  day,  nc  types  of  nongroup  health  plans  may  be 
sold  except  the  guaranteed  issue  health  plans.  All  other  nongroup  plans  in  effect  on  that  day  will 
be  considered  to  be  closed  plans.  The  first  day  of  the  first  open  enrollment  period  was  October  1, 
1997. 

Please  note  that  these  provisions  regarding  closed  plans  apply  to  conversion  nongroup 
health  plans,  discussed  above,  in  addition  to  "regular"  nongroup  health  plans. 

A  carrier  may  not  allow  new  enrollment  in  conversion  nongroup  health  plans  which  are 
closed  plans  in  a  manner  inconsistent  with  the  provisions  of  Chapter  176M.  A  carrier  which  has 
an  agreement  with  an  employer  to  provide  group  conversion  coverage  but  does  not  have  an 
approved  guaranteed  issue  health  plan  should  continue  to  provide  the  group  product  to  affected 
individuals  until  the  carrier  does  have  an  approved  guaranteed  issue  health  plan;  the  carrier  and 
employer  may  work  together  to  determine  how  the  affected  individuals'  experience  will  be 
treated  by  the  carrier. 
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DID  YOUR  COMPANY  MISS  A  DEADLINE? 

•     Filings  for  Conversion  Nongroup  Health  Plans 

Under  Chapter  176M  and  21 1  CMR  41.00,  carriers  were  required  to  submit  rate  and 
policy  form  filings  for  all  guaranteed  issue  health  plans  to  the  Division  by  August  20,  1997. 

Only  twenty  carriers  submitted  guaranteed  issue  health  plan  filings  for  the  purposes  of 
conversion  nongroup  health  plans  (a  list  of  carriers  who  submitted  such  filings  is  attached  to  this 
bulletin).  Based  upon  its  knowledge  of  the  market,  the  Division  believes  that  more  than  twenty 
carriers  offer  conversion  nongroup  health  plans  in  Massachusetts,  and -it  is  concerned  that  carriers 
offering  conversion  nongroup  health  plans  do  not  understand  the  requirements  of  Chapter  1 76M 
and  may  not  be  in  compliance  with  Chapter  1 76M  and  other  applicable  state  law. 

The  Division  has  issued  this  bulletin  to  remind  all  carriers  offering  conversion 
nongroup  health  plans  in  Massachusetts  that  they  must  comply  fully  with  the  provisions  of 
Chapter  176M.  Any  carrier  that  currently  has  not  complied  with  these  filing  requirements 
must  submit  all  required   rate  and  form   filings  to  the  Division  as  soon  as  possible. 

Additionally,  these  carriers  are  requested  to  contact  Mr.  Kevin  Beagan,  Director  of  the  Health 
Unit  of  the  State  Rating  Bureau  at  the  Division,  in  writing  regarding  the  reason  for  the  carrier's 
delay  in  submitting  the  filing  and  the  date  by  which  the  carrier  expects  to  submit  its  filings. 
Carriers  should  refer  to  21 1  CMR  41.00  for  detailed  instructions  regarding  the  content  of  these 

filings. 


•     Filings  for  Closed  Plans 

Under  Chapter  176M  and  21 1  CMR  41.00,  carriers  with  closed  plans  were  required  to 
submit  rate  and  policy  form  filings  to  the  Division  by  August  20,  1997.  The  Division  has 
received  closed  plan  filings  from  sixteen  carriers.  However,  based  on  its  knowledge  of  the 
carriers  that  have  written  these  products  and  have  existing  policies  in  the  market,  me  Division 
believes  that  more  carriers  should  have  submitted  closed  plan  filings. 

Carriers  that  have  closed  plans  in  Massachusetts  must  submit  the  required  rate 
and  form  filings  as  soon  as  possible.  Additionally,  these  carriers  are  requested  to  contact  Mr. 
Kevin  Beagan,  Director  of  the  Health  Unit  of  the  State  Rating  Bureau  at  the  Division,  in  writing 
regarding  the  reason  for  carrier's  delay  in  submitting  the  filing  and  the  date  by  which  the  carrier 
expects  to  submit  its  filings.  Carriers  should  refer  to  211  CMR  41.00  for  detailed  instructions 
regarding  the  content  of  these  filings. 


•     Review  of  Guaranteed  Issue  Health  Plan  Rate  Filings  and  Determination  of  Average 
Adjusted  Composite  Rate 

Under  Chapter  176M,  section  5(b),  the  Commissioner  is  required  to  determine  the 
average  adjusted  composite  rate  for  each  type  of  guaranteed  issue  health  plan  and  whether  the 
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adjusted  composite  rate  filed  by  each  carrier  exceeds  the  average  adjusted  composite  rate  for  that 
type  of  guaranteed  issue  health  plan  by  more  than  two  standard  deviations.  Under 
Chapter  176M,  section  5(c),  which  applies  to  initial  filings  for  newly  offered  guaranteed  issue 
health  plans,  the  Commissioner  is  required  to  notify  a  carrier  whether  its  adjusted  composite  rate 
exceeds  the  average  adjusted  composite  rate  by  more  than  two  standard  deviations  and,  therefore, 
the  carrier  is  subject  to  further  review  under  Chapter  176M,  section  5(e).  These  tasks  are  to  be 
completed  no  later  than  45  days  after  carriers  submit  their  guaranteed  issue  health  plan  rate 
filings. 

As  noted  above,  the  guaranteed  issue  health  plan  filings  were  to  be  filed  with  the 
Division  of  Insurance  by  August  20,  1997.  The  Commissioner  therefore  had  until 
October  4,  1997  to  complete  the  above-noted  tasks.  However,  in  Bulletin  No.  97-07,  the 
Division  informed  carrier?  that  it  intended  to  complete  these  tasks  by  September  19,  1997,  if 
carriers  complied  with  the  August  20  filing  deadline. 

Sometime  prior  to  September  19,  1997,  the  Division  became  aware  that  it  had  not 
received  all  the  required  filings  for  guaranteed  issue  health  plans  due  to  the  lack  of  such  filings 
for  conversion  nongroup  health  plans.  The  Division  requested  that  the  Nongroup  Health 
Insurance  Advisory  Board  ("Board")  provide  it  with  guidance  regarding  whether  the  Division 
should  proceed  with  the  September  19  notification  to  those  carriers  that  filed  on  a  timely  basis. 
The  Board  advised  the  Division  (1)  to  not  delay  the  rate  review  process  due  to  a  lack  of 
guaranteed  issue  health  plan  filings  for  conversion  nongroup  health  plans,  (2)  to  base  the 
determination  of  the  average  adjusted  composite  rate  on  the  filings  that  were  submitted  to  the 
Division  in  a  timely  manner,  (3)  to  collect  all  the  required  filings  from  carriers  for  conversion 
nongroup  health  plans  which  were  not  filed  on  a  timely  basis,  and  (4)  to  review  the  adjusted 
composite  rate  contained  in  filings  that  were  not  made  in  a  timely  maimer  based  on  the  average 
adjusted  composite  rate  that  was  developed  using  the  timely  filings.  A  representative  of  the 
Office  of  the  Attorney  General  appeared  to  concur  with  that  guidance  at  a  hearing  held  at  the 
Division  of  Insurance  on  September  5,  1997  regarding  211  CMR  41.00. 

The  Division  is  proceeding  in  accordance  with  the  guidance  provided  by  the  Nongroup 
Health  Insurance  Advisory  Board. 
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Bulletin  No.  98-0: 


TO:         Commercial  Insurers.  Health  Maintenance  Organizations,  and 
Blue  Cross  and  Blue  Shield  of  Massachusetts 

FROM:  Commissioner  Linda  Ruthardt 

RE:         Benefits  in  Medicare  +  Choice  Plans  During  1999 


DATE:    April  17,  1998 

The  purpose  of  this  bulletin  is  to  address  the  issue  of  benefits  to  be  contained  in 
Medicare  +  Choice  plans  to  be  offered  in  Massachusetts  for  coverage  effective  January  1,  1999 
through  December  31,  1999.  The  Medicare  +  Choice  program  is  established  by  Sections  1851 
through  1859  of  the  federal  Social  Security  Act,  which  were  added  by  the  federal  Balanced 
Budget  Act  of  1997  (BBA  97). 

Section  1856(b)  of  the  Social  Security  Act  requires  the  federal  Secretary  of  Health  and 
Human  Services  (HHS)  to  publish  regulations  regarding  standards  (other  than  for  provider- 
sponsored  organization  solvency)  for  Medicare  +  Choice  organizations  and  plans  by 
June  1,  1998.  Section  1856(b)(3)  addresses  the  relationship  between  these  standards  and  state 
law.  In  addition,  the  Health  Care  Financing  Administration  (HCFA)  issued  Medicare  Managed 
Care  Operational  Policy  Letter  #  66  on  March  26,  1998,  which  appears  to  stale  that  current 
Medicare  "risk  contractors"  that  are  making  an  ACR  filing  for  a  Medicare  +  Choice  plan  by 
May  1,  1998  will  not  be  required  during  1999  to  adhere  to  requirements  that  may  be  contained  in 
the  forthcoming  federal  regulations  regarding  Medicare  +  Choice  standards. 

The  Division  of  Insurance  (Division)  is  continuing  to  study  BBA  97  and  its  effect,  if  any, 
on  state  benefit  requirements.  The  Division  believes  that  the  market  for  health  insurance  for 
Medicare-eligible  people  will  be  best  served  by  carriers  continuing  to  offer  in  Medicare  +  Choice 
plans  during  1999  at  least  the  same  benefits  that  are  currently  required  under  Massachusetts  law 
for  Medicare  HMO  plans  with  risk  and  cost  contracts.  The  Division  further  believes  that 
continuing  these  benefits  during  1999  will  not  violate  federal  law  and  will  assure  conformance 
with  applicable  Massachusetts  law- 

Any  questions  regarding  this  bulletin  may  be  directed  to  Kevin  Beagan,  Director,  Health 
Unit,  State  Rating  Bureau,  Division  of  Insurance  at  (617)  521-7347. 
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when  a  person  is  not  or  is  no  longer  eligible  for  COBRA 
or  small  group  continuation  of  coverage  benefits. 


Date: 


May  11, 1998 


This  Bulletin  addresses  the  issue  of  whether  an  individual  must  elect  and  exhaust  the 
maximum  period  of  coverage  allowed  by  COBRA  or  the  small  group  continuation  of  coverage 
law  in  order  to  meet  one  of  the  eligibility  criteria  under  the  Massachusetts  Nongroup  Health 
Insurance  Law,  G.L.  c.  176M  (Chapter  176M).  Chapter  176M,  §  1  requires  individuals  who 
wish  to  enroll  in  Nongroup  Guaranteed  Issue  Health  Plans  to  meet  certain  eligibility 
requirements  enumerated  in  the  definition  of  "Eligible  individual."  The  definition  of  an 
"Eligible  individual"  includes  as  a  criterion  an  individual  who  "is  not  or  is  no  longer  eligible  for" 
continuation  benefits  under  the  federal  Consolidated  Omnibus  Budget  Reconciliation  Act 
(COBRA)  or  the  small  group  continuation  of  coverage  law  found  at  G.L.  c.  176J,  §  9.  For  the 
purposes  of  this  Bulletin,  the  aforementioned  criterion  will  be  referred  to  as  the  "continuation  of 
coverage  criterion".  The  Division  of  Insurance  (Division)  has  reviewed  whether  an  individual 
"is  not  or  is  no  longer  eligible"  for  COBRA  or  small  group  continuation  of  coverage  benefits 
(and,  therefore,  eligible  for  a  Nongroup  Guaranteed  Issue  Health  Plan  under  the  continuation  of 
coverage  criterion)  if:  (1)  an  individual  does  not  elect  COBRA  or  small  group  continuation  of 
coverage  benefits  offered  to  such  individual  or  (2)  an  individual  has  elected  COBRA  or  small 
group  continuation  of  coverage  benefits  but  does  not  exhaust  the  benefit. 

Chapter  1 76M  does  not  require  an  individual  to  elect  and  exhaust  the  maximum  period  of 
coverage  allowed  by  COBRA  or  the  small  group  continuation  of  coverage  law  in  order  to  meet 
the  continuation  of  coverage  criterion  for  eligibility  in  a  Nongroup  Guaranteed  Issue  Health  Plan. 


The  definition  of  "Eligible  individual"  being  implemented  under  the  Massachusetts  individual  market  alternative 
mechanism  pursuant  to  the  Health  Insurance  Portability  and  Accountability  Act  of  1996  (H1PAA)  may  be  found  in 
the  Massachusetts  submission  to  the  Health  Care  Financing  Administration  for  its  alternative  mechanism  dated 
March  31,  1997.  This  document  may  be  obtained  from  the  Health  Unit  in  the  State  Rating  Bureau  at  the  Division  of 
Insurance  at  a  cost  of  $25.00.  Carriers  should  comply  with  this  implementation  in  order  to  avoid  administrative 
sanctions  and  penalties,  including  but  not  limited  to  those  contained  in  G.L.  c.  176D. 
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Instead,  Chapter  1 76M  focuses  on  the  lack  or  loss  of  eligibility  for  COBRA  or  small  group 
continuation  of  coverage  benefits.  Below  are  some  examples  of  situations  which  would  render 
an  individual  "not  or  no  longer  eligible"  for  small  group  continuation  of  coverage  benefits  and 
therefore,  eligible  under  the  continuation  of  coverage  criterion  to  enroll  in  a  Nongroup 
Guaranteed  Issue  Health  Plan.  The  Division  does  not  enforce  or  administer  COBRA. 
Therefore,  it  cannot  opine  on  whether  a  particular  individual  "is  not  or  no  longer  eligible"  for 
COBRA  benefits  under  federal  law.  However,  please  note  that  although  differences  in  language 
between  state  and  federal  law  may  affect  the  analysis,  the  following  examples  appear  to  generally 
apply  to  COBRA  benefits  as  well. 

1.  An  individual  is  "not  eligible"  for  small  group  continuation  of  coverage  benefits  if: 

(a)  the  employee  is  terminated  from  employment  due  to  gross  misconduct. 

(b)  a  health  benefit  plan  is  no  longer  being  provided  to  other  similarly  situated  employees 
on  the  same  day  that  the  qualifying  event  occurs. 

(c)  the  employer  group  is  comprised  of  only  one  eligible  employee.  The  small  group 
continuation  of  coverage  provisions  apply  to  small  group  health  benefit  plans  with  between  2  to 
19  employees  (See,  G.L.  c.  176J,  §  (k)(iii)). 

(d)  the  group  is  a  self-funded  single  employer  health  plan  and  has  less  than  20  employees. 
The  small  group  continuation  of  coverage  provisions  do  not  apply  to  self-funded  single  employer 
health  plans. 

2.  An  individual  is  "no  longer  eligible"  for  small  group  continuation  of  coverage  when: 

(a)  the  individual  fails  to  elect  his/her  small  group  continuation  of  coverage  benefits 
during  the  election  period  and  the  election  period  expires.  An  individual  does  not  lose  eligibility 
for  small  group  continuation  of  coverage  benefits  until  the  expiration  of  the  election  period, 
which  is  at  least  60  days  duration. 

(b)  the  individual  waives  his/her  right  to  small  group  continuation  of  coverage  during  the 
election  period.  If  an  individual  waives  his/her  right  to  COBRA  or  small  group  continuation  of 
coverage  benefits,  such  individual  is  no  longer  eligible  for  COBRA  or  small  group  continuation 
of  coverage  benefits  at  the  time  of  the  waiver. 

Revocation  of  Waiver:  Please  note,  however,  that  if  an  individual  revokes  his/her  waiver 
before  the  end  of  the  applicable  election  period,  then  such  individual  is  eligible  for  small  group 
continuation  of  coverage  benefits  at  the  time  the  waiver  is  revoked.  Upon  revocation  of  the 
waiver,  the  person  is  eligible  for  small  group  continuation  of  coverage  benefits  and,  therefore, 
not  eligible  to  enroll  in  a  Nongroup  Guaranteed  Issue  Health  Plan. 


COBRA  benefits  generally  apply  to  employer  groups  with  twenty  or  more  employees. 
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(c)  the  individual  fails  to  pay  the  required  premium  within  the  applicable  grace  period 
(i.e.,  45  days  for  payments  made  after  initial  election,  30  days  for  payments  made  after  initial 
payment  or  any  longer  time  as  may  be  specified  by  the  health  benefit  plan)  and  the  grace  period 
has  expired.  If  an  individual  fails  to  pay  the  required  premium  within  the  applicable  grace 
period,  the  individual  is  no  longer  eligible  for  small  group  continuation  of  coverage  benefits  at 
the  time  the  grace  period  expires. 

(e)  a  health  benefit  plan  is  no  longer  being  provided  to  other  similarly  situated  employees 
during  the  continuation  of  coverage  period. 

(f)  the  individual  exhausts  the  maximum  time  period  allowed  for  continuation  coverage 
under  the  small  group  continuation  of  coverage  provisions. 

(g)  the  individual  is  determined  to  be  no  longer  disabled.  For  individuals  who  meet  the 
requirements  regarding  disability  found  at  G.L.  c.  176 J,  §  9(b)(2)(v),  the  small  group 
continuation  of  coverage  benefits  end  on  the  month  that  begins  more  than  thirty  days  after  the 
date  of  a  final  determination  under  Title  II  or  XVI  of  the  Social  Security  Act  that  the  individual  is 
no  longer  disabled. 

Questions  regarding  this  Bulletin  may  be  directed  to  Caroline  E.  DeStefano,  Assistant 
General  Counsel  at  (617)  521-7364  or  the  Health  Unit  in  the  State  Rating  Bureau  at  the  Division 
of  Insurance  at  (617)  521-7349. 
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From:  Commissioner  Linda  Ruthardt 


J%Mwr 


Re:       Nongroup  Closed  Plans  and  Enrollment  Issues 
Date:    May  11, 1998 


The  purpose  of  this  bulletin  is  to  address  two  issues  related  to  nongroup  closed  plans  and 
enrollment  under  the  Nongroup  Health  Insurance  Law,  G.L.  c.  176M  ("Chapter  176M").1 

•     Moving  From  A  Nongroup  Closed  Plan  to  Another  Nongroup  Closed  Plan 

The  Division  of  Insurance  ("Division")  has  reviewed  whether  an  individual  can  choose 
to  switch  from  one  nongroup  closed  plan  to  another  nongroup  closed  plan  where  both  plans  exist 
within  the  same  carrier's  book  of  business.  Included  in  this  question  is  the  issue  of  whether  the 
term  "closed  plan,"  as  defined  in  Chapter  1 76M,  refers  to  each  different  closed  plan  policy  form 
or  to  the  carrier's  entire  closed  nongroup  book  of  business. 

Under  Chapter  1 76M,  §  1 ,  a  closed  plan  is 

a  nongroup  health  plan  issued  by  a  carrier  to  a  natural  person  for  said  person,  as  well  as 
any  covered  dependents,  prior  to  the  first  day  of  the  first  open  enrollment  period 
specified  in  subsection  (b)  of  section  three.  A  carrier  may  permit  a  natural  person  to 
continue  to  add  new  dependents  to  a  policy  issued  under  a  closed  plan. 

As  discussed  in  Division  Bulletins  Nos.  97-07  (issued  on  June  9,  1997)  and  98-02  (issued  on 
April  2,  1998),  pursuant  to  the  terms  of  Chapter  176M,  §  3,  as  of  October  1,  1997  all  other 


Chapter  176M  is  being  implemented  under  the  Massachusetts  individual  market  alternative  mechanism  pursuant  to 
the  Health  Insurance  Portability  and  Accountability  Act  of  1996  (HIPAA),  as  found  in  the  Massachusetts 
submission  to  the  Health  Care  Financing  Administration  for  its  alternative  mechanism  dated  March  31,  1997.  This 
document  may  be  obtained  from  the  Health  Unit  in  the  State  Rating  Bureau  at  the  Division  of  Insurance  at  a  cost  of 
$25.00.  Carriers  should  comply  with  this  implmentation  to  avoid  administrative  penalties  and  sanctions,  including 
but  not  limited  to  those  contained  in  G.L.  c.  176D. 
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nongroup  health  plans  in  effect  on  that  day  are  considered  to  be  closed  plans  and  are  closed  to 
new  subscribers  except  for  the  new  dependents  that  may  be  added  to  the  policy. 

Additionally,  it  appears  to  the  Division  that  Chapter  1 76M  recognizes  that  a  carrier  may 
have  more  than  one  nongroup  closed  plan  and  treats  each  such  closed  plan  in  a  carrier's  book  of 
business  as  a  separate  product.  For  example,  in  the  definition  for  "health  plan"  in  Chapter  1 76M, 
§  1,  indemnity  plans  are  referred  to  as  "any  individual,  general,  blanket  or  group  policy  of  health, 
accident  or  sickness  insurance...."  (emphasis  added).  Also,  under  Chapter  176M,  §  5,  carriers 
are  required  to  file  nongroup  rate  filings  for  closed  plans  with  the  Division.  In  particular, 
Chapter  176M,  §  5(2)  outlines  information  that  a  carrier  must  provide  for  "each... closed  plan" 
that  the  carrier  has  in  its  book  of  business,  (emphasis  added). 

In  conclusion,  a  carrier  may  add  dependents  to  existing  nongroup  closed  plans  as 
described  in  the  definition  of  a  closed  plan.  Other  than  these  dependents,  a  carrier  may  not  enroll 
new  individuals  into  a  closed  plan  after  October  1,  1997.  This  prohibition  also  includes  a 
prohibition  on  allowing  an  individual  in  a  nongroup  closed  plan  to  move  to  a  different  nongroup 
closed  plan  within  the  carrier's  book  of  business;  each  closed  plan  must  be  considered  separately 
closed  to  new  enrollment  and  a  carrier  may  not  allow  an  individual  to  switch  from  one  of  its 
closed  plans  to  another  of  its  closed  plans. 


•     Moving  From  Nongroup  Closed  Plan  to  Nongroup  Guaranteed  Issue  Health  Plan 

Under  Chapter  176M,  §  3(d),  a  "carrier  shall  permit  a  subscriber  of  a  closed  plan  to 
enroll  in  a  guaranteed  issue  health  plan  at  any  time  during  the  allowable  three  year  renewal 
period,"  which  is  described  in  that  section.  As  noted  in  Division  Bulletin  No.  97-07,  a  carrier 
must  accept  a  subscriber  of  any  carrier's  closed  plan,  not  just  that  carrier's  closed  plan(s)  under 
this  provision.  Also,  subscribers  of  closed  plans  may  make  an  application  for  a  guaranteed  issue 
health  plan  throughout  the  calendar  year  and  are  not  limited  to  applying  for  a  guaranteed  issue 
health  plan  during  the  initial  open  enrollment  period  or  subsequent  annual  open  enrollment 
periods.  However,  a  carrier  that  receives  an  application  from  a  subscriber  of  a  nongroup  closed 
plan  should  still  review  whether  the  applicant  meets  the  definition  of  an  eligible  individual  for  a 
guaranteed  issue  health  plan  before  issuing  such  coverage. 

Questions  regarding  this  bulletin  may  be  directed  to  Kevin  Beagan,  Director  of  the  Health 
Unit  of  the  State  Rating  Bureau  at  the  Division  of  Insurance,  at  (617)  521-7347. 
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Bulletin  No.  98-06 


TO:      AH  Insurance  Companies  Offering  Homeowne^s<Insurance  in  Massachusetts 
FR:      Insurance  Commissioner  Linda  Ruthardt  f  /// { ^  W^^> 
RE:      New  ZIP  Codes  in  Massachusetts  ;>  \ 

July  14,  1998 

On  July  1,  1998  the  United  States  Postal  Service  introduced  approximately  thirty-six  new 
ZIP  codes  in  Massachusetts.  It  has  been  reported  to  the  Division  of  Insurance  on  more  than  one 
occasion  that  a  consumer's  homeowner's  insurance  premium  was  incorrectly  increased  as  the 
result  of  the  ZIP  code  change. 

Please  remind  your  employees,  agents,  and  brokers  to  take  appropriate  steps  to  insure  no 
consumers  are  adversely  affected  by  having  received  a  new  ZIP  code. 


Thank  you. 
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Bulletin  No.  98-07 

TO:  Commercial  Insurers,  Health  Maintenance  Organizations,  and 

Blue  Cross  and  Blue  Shield  of  Massachusetts 

FROM:      Commissioner  Linda  Ruthardt 

RE:  Medicare  +  Choice  Plans 

DATE:        July  20,  1998 

On  April  17,  1998,  the  Division  of  Insurance  (Division)  issued  Bulletin  No.  98-03  regarding 
benefits  in  Medicare  +  Choice  plans  during  1999.  As  discussed  in  that  bulletin,  the  Medicare  +  Choice 
program  is  established  by  Sections  1851  through  1859  of  the  federal  Social  Security  Act,  which  were 
added  by  the  federal  Balanced  Budget  Act  of  1997  (BBA  97),  Pub.  L.  No.  1 05-33,  §  4001 . 

On  June  26,  1998,  the  federal  Health  Care  Financing  Administration  (HCFA)  published  in  the 
Federal  Register  an  interim  final  rule  entitled  Medicare  Program;  Establishment  of  the  Medicare  + 
Choice  Program.  See  63  Fed.  Reg.  34,968  (1998)  (to  be  codified  at  42  C.F.R.  Parts  400,  403,  410,  41 1, 
417  and  422).  This  interim  final  rule  is  effective  July  27,  1998. 

HCFA's  interim  final  rule  addresses  a  broad  array  of  issues  related  to  Medicare  +  Choice  plans. 
The  rule  includes  a  discussion  of  the  federal  preemption  of  state  law  at  63  Fed.  Reg.  35,012-13  and  the 
related  regulation  42  C.F.R.  §  422.402.  In  particular,  HCFA  describes  "general  preemption"  and 
"specific  preemption"  under  BBA  97  for  Medicare  +  Choice  plans.  According  to  HCFA,  specific 
preemption  applies  to  benefit  requirements,  requirements  relating  to  inclusion  or  treatment  of  providers, 
and  coverage  determinations  (including  related  appeals  and  grievance  processes). 

It  is  the  position  of  the  Division  that,  notwithstanding  HCFA's  interim  final  rule,  and  absent  a 
judicial  determination  that  any  state  law  is  preempted,  state  law  will  continue  to  apply  to  insured  plans 
that  are  issued  or  renewed  for  people  with  Medicare  by  commercial  insurers,  HMOs  and  Blue  Cross  and 
Blue  Shield  of  Massachusetts  in  the  Commonwealth.  The  Division  also  notes  that  HCFA's  interim  final 
rule  does  not  appear  to  contain  any  prohibition  which  would  prevent  carriers  from  complying  with  all 
applicable  state  laws. 

Questions  regarding  this  bulletin  may  be  directed  to  Amy  Novick,  Office  of  the  General  Counsel, 
Division  of  Insurance  at  (6 1 7)  52 1  -73 1 7. 

cc:  Health  Care  Financing  Administration 
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Bulletin  98-08 


To:        Commercial    Health    Insurance    Carriers,    Blue    Cross    and    Blue    Shield    of 
Massachusetts  (BCBSMA)  and  Health  Maintanence  Organizations  (HMOs) 

From:  Linda  Ruthardt,  Commissioner  of  Insurance 

/ 
Re:  Proof  of  Eligibility  for  Small  Group  Health  Products 


Date:  July  21, 1998 

We  understand  that  some  underwriters  are  requiring  copies  of  state  and/or  federal  income  tax 
returns  and/or  schedules  as  a  part  of  applications  for  coverage  sold  in  the  small  group  market. 
This  is  not  appropriate.  We  understand  that  you  must  confirm  that  applicants  are  eligible,  and 
especially  for  groups  of  one,  that  they  are  self-employed,  and  should  not  be  insured  through  a 
nongroup  market  product.  We  suggest  that  you  consider  other  indicia  of  the  operation  of  a 
legitimate  business  which  may  include  the  following: 

1.  Licenses  (victualers,  plumbing,  et  al); 

2.  Permits  for  commercial  operations: 

3.  Declaration  pages  of  commercial  insurance  products  (property /casualty  or  worker's 
compensation); 

4.  Membership  records  or  receipts  from  employer  organizations  such  as  the  Chamber  of 
Commerce; 

5.  Verification  from  4he  Secretary  of  State's  Office  or  applicable  city  or  town  clerk's 
office  that  the  small  business  exists; 

6.  A  bank  reference  (i.e.  verification  that  the  small  business  has  a  line  of  credit); 

7.  A  report  from  a  business  credit  rating  agency. 

Since  the  above  documents  are  produced  by  others,  they  may  be  more  easily  relied  upon  than  a 
copy  of  a  tax  return  that  may  or  may  not  have  been  filed. 

Please  note  that,  in  some  instances,  carriers,  BCBSMA  and  HMOs  may  be  able  to  verify  whether 
a  particular  business  filed  certain  documents  with  the  Department  of  Revenue  (DOR)  which 
would  indicate  that  an  applicant  is  operating  a  small  business.  For  example,  a  small  business 
engaged  in  retail  operations  must  register  to  pay  a  sales  tax.  A  small  business  with  employees 
must  register  to  pay  withholding  taxes  for  those  employees.  The  DOR  may  be  able  to  verify 
whether  such  registrations  were  made. 

Questions  regarding  this  Bulletin  may  be  directed  to  the  Health  Unit  of  the  State  Rating  Bureau 
at  (617)  521-7349. 
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Bulletin  98-09 


To: 

From: 

Re: 

Date: 


Commercial  Health  Insurers,  Blue  Cross  and  Blue  Shield  of 
Massachusetts  (BCBSMA),  Health  Maintenance  Organizations  (HMOs) 


Linda  Ruthardt,  Commissioner 


Mandated  Benefit  for  Scalp  Hair  Prostheses 


July  24, 1998 


The  purpose  of  this  Bulletin  is  to  inform  commercial  carriers,  BCBSMA  and  HMOs  of 
the  enactment  of  St.  1998,  c.  140  (Chapter  140)  which  requires  certain  coverage  for  scalp  hair 
prostheses.  Chapter  140,  effective  for  all  policies  issued  or  renewed  on  or  after  August  27,  1998, 
amends  the  General  Laws  by  adding  the  following  new  sections:  G.L.  c.  175,  §  47T,  G.L.  c. 
176A,  §  8T,  G.L.  c.  176B,  §  4R,  G.L.  c.  176G,  §  4J. 

Chapter  140  applies  to  individual  and  group  commercial  health  insurance  policies,  group 
HMO  contracts  and  individual  and  group  BSBSMA  certificates  and  contracts  (except  BCBSMA 
certificates  or  contracts  providing  Medicare  Supplement  coverage  or  supplemental  coverage  to 
other  governmental  programs).  Chapter  140  requires  coverage  to  be  provided  for  the  expense  of 
scalp  hair  prostheses  worn  for  hair  loss  suffered  due  to  the  treatment  of  any  form  of  cancer  or 
leukemia  if  such  policy,  certificate,  evidence  of  coverage  or  contract  provides  coverage  for  any 
other  prosthesis,  provided  that:  (1)  the  coverage  is  subject  to  a  written  statement  by  the  treating 
physician  that  the  scalp  hair  prosthesis  is  medically  necessary;  (2)  coverage  is  subject  to  the  same 
limitations  and  guidelines  as  other  prostheses;  and  (3)  coverage  pursuant  to  the  law  shall  not 
exceed  $350.00  per  year. 

This  Bulletin  summarizes  the  new  mandates.  Please  refer  to  the  laws  cited  above  for  a 
complete  description  of  the  requirements.  All  policies,  certificates,  evidences  of  coverage  and 
contracts  must  be  amended  to  conform  to  Chapter  140.  Policyholders,  subscribers  and  members 
must  be  notified  of  this  new  benefit. 


Any  questions  regarding  this  Bulletin  may  be  directed  to  the  Health  Unit  of  the  State 
Rating  Bureau  at  (617)  521-7349. 
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BULLETIN  98-10 


TO: 


FROM: 
DATE: 
RE: 


Blue  Cross  and  Blue  Shield  of  Massachusetts 
Health  Maintenance  Organizations 
Commercial  Health  Insurers  /i 


Commissioner  Linda  Ruthardt. 

August  25,  1998 

Attachment  to  "1998  Guide  to  Health  Insurance  for  People  with  Medicare' 


Enclosed  please  find  a  copy  of  the  Massachusetts  Attachment  to  the  "1998  Guide  to  Health 
Insurance  for  People  with  Medicare."  The  Massachusetts  Attachment  must  be  provided  along 
with  the  "1998  Guide  to  Health  Insurance  for  People  with  Medicare"  to  those  people  eligible  for 
Medicare  pursuant  to  Massachusetts  regulations  21 1  CMR  42.09(4)  and  21 1  CMR  71.13(2)(d)4. 
Please  note  that  the  Massachusetts  Attachment  is  in  14-point  type. 

Questions  regarding  this  bulletin  may  be  directed  to  Amy  Novick  of  the  Office  of  the  General 
Counsel  at  the  Division  of  Insurance  at  (617)  521-7317. 
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Massachusetts  Attachment 

to  the 

"1998  Guide  to  Health  Insurance  for  People  with  Medicare" 


•    Introduction 

This  is  the  Massachusetts  Attachment  to  the  "1998  Guide  to  Health 
Insurance  for  People  with  Medicare"  (1998  Federal  Guide).  The  Massachusetts 
Attachment  (Attachment)  tells  you  what  information  in  the  1998  Federal  Guide 
does  not  apply  in  Massachusetts  and  describes  some  Massachusetts  rules  that  the 
1998  Federal  Guide  does  not  tell  you  about,  including  Massachusetts  reforms  that 
started  on  January  1,  1995.  This  Attachment  has  been  prepared  by  the 
Massachusetts  Division  of  Insurance  and  was  last  updated  on  August  25,  1998. 


.    The  Balanced  Budget  Act  of  1997  (Page  iii  of  the  1998  Federal  Guide) 

The  federal  Balanced  Budget  Act  of  1997  might  affect  the  benefits  included  in 
managed  care  plans  being  offered  in  Massachusetts.  The  position  of  the 
Massachusetts  Division  of  Insurance  is  that  a  Medicare  +  Choice  plan,  including  a 
managed  care  plan,  must  continue  to  comply  with  Massachusetts  laws  which 
mandate  benefits.  It  is  possible,  however,  that  managed  care  plans  will  argue  that 
the  Balanced  Budget  Act  of  1997  relieves  them  of  their  obligation  to  provide  state 

mandated  benefits  as  of  January  1,  1999.  ig 

— *  ?*■ 

You  should  ask  any  managed  care  plan  that  you  are  considering  buying  if  the 
plan  will  provide  the  benefits  required  by  Massachusetts  laws  and  regulations  on  or 
after  January  1,  1999  and,  if  not,  what  benefits  it  plans  on  providing. 
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The  Division  of  Insurance  intends  to  enforce  state  law,  but  cannot  guarantee 
that  the  benefits  currently  required  by  state  law  will  be  required  after 
January  1,  1999.     Court  proceedings  may  ultimately  affect  the  answer  to  that 
question.    Therefore,  you  must  be  extra  careful  as  you  shop  for  a  managed  care 
plan. 

•    Insurance  Counseling  (Page  1,  Pages  32  through  40  of  1998  Federal  Guide) 

In  Massachusetts,  you  can  receive  health  insurance  and  benefit  counseling 
services  through  the  SHINE  program  (Serving  Health  Information  Needs  of 
Elders)  at  the  Executive  Office  of  Elder  Affairs  by  calling  1-800-882-2003  or 
(617)  727-7750. 

If  you  have  a  question  or  problem  concerning  insurance,  you  can  call  the 
Division  of  Insurance  Consumer  HELP  LINE  at  (617)  521-7777.  The  Division  of 
Insurance  also  has  a  website  at  http://www.state.ma.us/doi. 

The  Office  of  the  Managed  Care  Ombudsman,  at  1-800-436-7757,  can  help 
you  in  using  any  coverage  that  involves  managed  care. 

You  can  request,  in  writing,  copies  of  any  of  the  following  guides.  These 
guides  have  important  information  for  Massachusetts  consumers  (mailing 
addresses  follow  this  list): 

1.  "The  Massachusetts  Guide  to  Health  Insurance  for  People  with 
Medicare":  This  guide  has  a  list  of  approved  Medicare  supplement 
(Medigap)  and  managed  care  plans  for  people  with  Medicare,  as  well  as 
other  information  for  people  in  Massachusetts  with  Medicare.  When 
requesting  this  guide,  please  indicate  in  your  letter  whether  you  have  a 
copy  of  the  1998  Federal  Guide  and  this  Attachment  so  you  do  not 
receive  duplicate  materials.  (May  be  obtained  by  jerking  to  the 
Executive  Office  of  Elder  Affairs  or  the  Division  of  Insurance.) 

2.  "A  Consumer's  Guide  to  Long  Term  Care  Insurance"  (May  be  obtained  by 
writing  to  the  Executive  Office  of  Elder  Affairs  or  the  Division  of 
Insurance.) 
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3.  "AIDS  and  Health  Insurance:  Take  Charge  of  Your  Health!"  (May  be 
obtained  by  writing  to  the  Division  of  Insurance.) 

4.  "You  Can  Take  It  With  You:  Continuation  of  Group  Insurance  Coverage" 
(May  be  obtained  by  writing  to  the  Division  of  Insurance.) 

5.  "A  Consumer's  Guide  to  Nursing  and  Rest  Homes"  (May  be  obtained  by 
writing  to  the  Executive  Office  of  Elder  Affairs.) 

6.  "Assisted  Living  in  Massachusetts:  A  Consumer's  Guide"  (May  be  obtained 
by  writing  to  the  Executive  Office  of  Elder  Affairs.) 

Mailing  Addresses  For  the  Executive  Office  of  Elder  Affairs  and  Division 
of Insurance: 

Information  and  Referral  Consumer  Service  Section 

Executive  Office  of  Elder  Affairs  Division  of  Insurance 

One  Ashburton  Place,  5th  Floor  470  Atlantic  Avenue 

Boston,  MA  02108  Boston,  MA  02210-2223 


-.  ■*■ 


• 


Definition  of  Assignment  (Page  iv  of  1998  Federal  Guide) 
•     Medicare  Medical  Insurance  Benefits  (Part  B)  (Pages  7  to  9  of  1998  Federal 
Guide) 

Under  Massachusetts  law,  a  licensed  physician  cannot  collect  more  than  the 
Medicare-approved  charge  for  any  Medicare-covered  service  provided  to  a 
Medicare  beneficiary.  This  type  of  law  is  often  called  a  "ban  on  balance  billing." 

Under  this  law,  a  physician  can  charge  you,  or  collect  from  your  insurer,  a 
copayment  or  coinsurance  for  Medicare-covered  services.  However,  the  physician 
cannot  charge  or  attempt  to  collect  from  you  an  amount  that,  tocher  with  your 
copayment  or  coinsurance  and  any  amount  paid  by  your  insurer,  is^ffreater  than  the 
Medicare-approved  amount.  For  example,  assume  that  Ms.  Jones  has  already 
satisfied  her  calendar  year  Medicare  Part  B  deductible  of  $100  and  receives 
Medicare-covered  services  from  her  physician,  for  which  her  physician  charges 
$150.  If  Medicare  determines  that  the  Medicare-approved  amount  for  the  service 
was  $100,  Medicare  would  pay  $80  (80%  of  the  $100).   Ms.  Jones  is  responsible 
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for  paying  $20  (20%  of  the  $100).  The  "ban  on  balance  billing"  prohibits  her 
physician  from  charging  Mrs.  Jones  an  additional  $50  (the  amount  above  the  $100 
approved  by  Medicare). 

You  will  note  that,  under  this  law,  a  physician  can  charge  you,  or  collect 
from  your  insurer,  a  copayment  or  coinsurance  for  Medicare-covered  services. 
However,  the  physician  cannot  charge  or  attempt  to  collect  from  you  an  amount 
that,  together  with  your  copayment  or  coinsurance  and  any  amount  paid  by  your 
insurer,  is  greater  than  the  Medicare-approved  amount.  Please  contact  the  Board 
of  Registration  in  Medicine  at  (617)  727-3086  if  you  believe  that  a  physician  is  not 
complying  with  this  law. 

.    What  is  Medicare?  (Pages  2  to  3  of  1998  Federal  Guide) 

For  more  information  on  the  Medicare  Program,  please  call  the  Social 
Security  Administration  at  1-800-772-1213  or  the  Executive  Office  of  Elder 
Affairs  SHINE  Program  at  1-800-882-2003. 

If  you  believe  that  you  are  not  receiving  the  Medicare  coverage  that  you  are 
entitled  to,  you  can  call  the  Medicare  Advocacy  Project  (MAP)  at  1-800-323-3205 
for  information  and  help. 

.    Standard  Medigap  Plans  (Pages  13  to  19  of  1998  Federal  Guide) 

As  noted  in  the  1998  Federal  Guide,  Massachusetts  has  standard  Medigap 
plans  that  are  different  from  the  plans  sold  in  other  states.  The  last  page  of  this 
Attachment  has  a  simple  chart  that  describes  the  three  Medigap  plans  that  can  be 
sold  in  Massachusetts  on  or  after  January  1,  1995:  Medicare  Supplement  Core, 
Medicare  Supplement  1  and  Medicare  Supplement  2.  All  three  of  these  plans 
cover  at  least  the  benefits  listed  for  Plan  A  in  the  1998  Federal  Guide,  Page  16. 
Please  note  that  the  three  plans  sold  in  Massachusetts  are  not  high  d&nctible  plans, 
which  are  mentioned  on  Page  15  of  the  1998  Federal  Guide.  Some  Medigap 
insurers  may  use  "brand  names"  along  with  the  standard  plan  names.  When  you 
look  at  an  insurer's  Medigap  policies,  be  sure  you  know  which  standard  plan  is 
being  described. 
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All  Medigap  insurers  in  Massachusetts  must  sell  both  the  Medicare 
Supplement  Core  and  Medicare  Supplement  2  plans.  The  Medicare  Supplement  2 
Plan  has  benefits  for  outpatient  prescription  drugs.  The  Medicare  Supplement 
Core  and  Medicare  Supplement  1  plans  do  not  cover  outpatient  prescription  drugs. 

Please  read  the  section  of  this  Attachment  entitled  "Medigap  Premiums"  to 
learn  about  premium  and  surcharges  involving  upgrading  to  a  plan  with  higher 
benefits  than  the  plan  that  you  first  choose. 

•    Medigap  Premiums  (Page  14  of  1998  Federal  Guide) 

There  is  no  rating  based  on  your  age  nor  based  on  the  health  problems  that 
you  may  have  for  new  Medigap  policies  sold  in  Massachusetts  for  coverage 
starting  on  or  after  January  1,  1995;  however,  Medigap  insurers  can  charge  you  a 
premium  based  on  where  you  live. 

Medigap  policies  sold  for  coverage  starting  before  January  1,  1995  may 
charge  a  premium  based  on  the  issue  age  or  attained  age  methods  described  in  the 
1998  Federal  Guide. 


.«  ■«■ 


People  who  apply  for  a  Medigap  plan  or  certain  managed  care  plans  when 
they  are  "initially  eligible  for  coverage"  may  get  a  discount  on  their  premium  if  the 
Medigap  insurer  or  managed  care  plan  has  a  discount  program.  People  who  don't 
enroll  in  a  Medigap  or  managed  care  plan  for  people  with  Medicare  when  they 
become  "initially  eligible  for  coverage"  and  then  apply  later  for  a  Medigap  plan  or 
managed  care  plan  may  have  to  pay  a  premium  surcharge  because  they  are  "late 
enrollees"  if  the  plan  that  they  want  to  join  has  a  surcharge  program.  Medigap 
insurers  and  certain  managed  care  plans  may  also  have  a  premium  surcharge 
program  for  people  who  upgrade  their  coverage  to  a  plan  that  has  additional 
benefits  (upgraders).  As  of  August  25,  1998,  no  plans  have  a  premium  surcharge 
program.  jk 

;—    Sir 

"The  Massachusetts  Guide  to  Health  Insurance  for  People  with 
Medicare"  has  more  information  about  discounts  and  surcharges.  To  find  out  how 
you  can  get  a  copy  of  that  guide,  please  see  Page  1  of  this  Attachment. 
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.    Medicare  SELECT  (Pages  14  and  19  of  1998  Federal  Guide) 

As  of  August  25,  1998,  there  are  no  Medicare  SELECT  plans  approved  for 
sale  in  Massachusetts. 


•  Open  Enrollment  Guarantees  Your  Right  to  Medigap  Coverage  (Page  19  of 
the  1998  Federal  Guide) 

•  Medigap  Open  Enrollment  and  the  Persons  With  Disabilities  (Pages  19  to 
20  of  Federal  Guide) 

•  Managed  Care  Plans  and  Medigap  (Page  23  of  1998  Federal  Guide) 

In  Massachusetts,  people  with  Medicare  have  more  opportunities  to 
purchase  Medigap  plans  than  described  in  the  1998  Federal  Guide.  Also,  in 
Massachusetts,  in  most  cases,  a  Medigap  insurer  cannot  refuse  to  insure  you 
because  of  your  health  or  age;  however,  you  can  only  apply  during  an  open 
enrollment  time  and  you  must  meet  the  other  requirements  listed  below.  As 
discussed  on  Page  27  of  the  Federal  Guide,  if  you  are  enrolled  in  the  Medicaid  or 
QMB  (Qualified  Medicare  Beneficiary)  programs,  there  are  special  federal  laws 
regarding  whether  you  can  be  sold  a  Medigap  Plan.  Finally,  under  no 
circumstances  may  a  Medigap  insurer  in  Massachusetts  impose  any  waiting  period 
for  coverage  of  a  pre-existing  illness,  or  any  other  type  of  waiting  period. 

Open  Enrollment  for  People  Who  are  "Initially  Eligible  for  Coverage": 

Under  Massachusetts  rules,  people  who  qualify  as  an  "eligible  person"  and  are 
"initially  eligible  for  coverage"  as  defined  below  get  a  six-month  open  enrollment 
period  for  Medigap  plans  from  the  date  they  become  "initially  eligible  for 
coverage."  People  who  meet  these  requirements  can  buy  any  approved  Medigap 
plan  sold  by  an  insurer  in  Massachusetts  without  further  health  screening  and 
regardless  of  age. 

You  are  an  "eligible  person"  if  you  are  eligible  for  Medicare  Part  A  and  B 
and  are  enrolled  (or  about  to  enroll)  in  Medicare  Part  B,  regardless  of  age,  with  one 
exception:  Medigap  insurers  can  refuse  to  accept  people  who  are  under  age  65  and 
on  Medicare  only  because  of  end-stage  renal  disease. 
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You  become  "initially  eligible  for  coverage"  when: 

1 .  you  first  enroll  in  Medicare  Part  B  at  any  age;  or 

2.  you  have  lost  health  insurance  coverage  from  your  employer  because 
your  job  ends  or  your  employer  stops  offering  health  coverage  to 
employees  like  you;  or 

3.  you  are  covered  by  an  HMO  but  then  move  out  of  the  HMO's  service 
area;  or 

4.  you  become  a  Massachusetts  resident. 

Please  read  the  section  of  this  Attachment  entitled  "Medigap  Premiums"  to 
learn  about  premium  discounts  and  surcharges  involving  enrollment  when  initially 
eligible  for  coverage. 

Open  Enrollment  for  People  Who  Are  Turning  65  Or  Who  Are  Age  65 
Or  Older  When  They  Enroll  in  Medicare  Part  B:  As  discussed  in  the  1998 
Federal  Guide,  if  you  are  eligible  for  Medicare  Part  A  and  B,  for  a  period  of  six 
months  from  the  date  you  are  both  enrolled  in  Medicare  Part  B  and  are  age  65 
years  or  older,  you  can  buy  any  Medigap  plan  sold  by  any  insurer  that  is  approved 
to  seil*Medigap  plans  in  Massachusetts  regardless  of  any  health  problems  you  may 
have.  People  who  enroll  under  these  circumstances  are  also  considered  "initially 
eligible  for  coverage"  under  Massachusetts  rules. 

Annual  Open  Enrollment  Period:  In  Massachusetts,  there  is  an  annual 
open  enrollment  period  from  February  1  through  March  31.  During  the  annual 
open  enrollment  period,  any  person  who  qualifies  as  an  "eligible  person"  can  buy 
any  approved  Medigap  plan  sold  by  an  insurer  in  Massachusetts  without  further 
health  screening  and  regardless  of  age  ("eligible  person"  is  defined  above 
concerning  open  enrollment  for  people  "initially  eligible  for  coverage").  Coverage 
will  begin  the  following  June  1  or  when  Medicare  coverage  is  first  effective  if  this 
will  happen  before  June  1.  (Managed  care  plans  for  people  with^Medicare  also 
participate  in  this  annual  open  enrollment  period.  The  open  enrollment  rules  for 
managed  care  plans  are  described  in  this  Attachment  in  the  section  entitled 
"Managed  Care  Plan  Enrollment.") 
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Other  Open  Enrollment  Periods:  Some  Medigap  insurers  may  have  open 
enrollment  periods  during  other  times  of  the  year  or  all  year  long  (continuous  open 
enrollment).  The  "Massachusetts  Guide  to  Health  Insurance  for  People  With 
Medicare"  lists  which  insurers  have  these  kinds  of  open  enrollment  periods.  To 
find  out  how  you  can  get  a  copy  of  that  guide,  please  see  Page  1  of  this 
Attachment. 

Open  Enrollment  for  People  Who  Are  Under  Age  65  and  on  Medicare 
for  Any  Disability  Other  Than  End-Stage  Renal  Disease:  Under  Massachusetts 
requirements,  people  who  are  under  age  65  and  on  Medicare  for  any  disability 
other  than  end-stage  renal  disease  can  buy  a  Medigap  plan  if  they  become  "initially 
eligible  for  coverage,"  or  during  an  annual  open  enrollment  period  or  during  any 
other  open  enrollment  period  that  a  Medigap  insurer  has,  as  discussed  above. 
Along  with  the  Massachusetts  open  enrollment  periods,  these  individuals  get  an 
open  enrollment  period  under  federal  requirements  when  they  turn  age  65,  as 
discussed  in  the  1998  Federal  Guide,  Pages  19  to  20.  After  turning  65,  these 
people  can  still  rely  on  the  Massachusetts  open  enrollment  times. 

Open  Enrollment  for  People  Who  Are  Under  Age  65  and  on  Medicare 
Only  "Because  of  End-Stage  Renal  Disease:  People  under  age  65  and  on 
Medicare  only  because  of  end-stage  renal  disease  get  the  federal  open  enrollment 
when  they  turn  age  65,  as  discussed  in  the  1998  Federal  Guide,  Page  17.  After 
turning  65,  under  Massachusetts  rules,  people  in  this  situation  can  also  apply  for  a 
Medigap  plan  if  they  become  "initially  eligible  for  coverage,"  or  during  an  annual 
open  enrollment  period  or  during  any  other  open  enrollment  period  that  a  Medigap 
insurer  has  scheduled,  as  discussed  above. 

•  Switching  Medigap  Policies  (Page  20  of  1 998  Federal  Guide) 

•  Check  For  Pre-Existing  Condition  Exclusions  (Pages  28  to  29  of  1998 
Federal  Guide) 

•  Take  Your  Time  (Page  30  of  the  1998  Federal  Guide)  -£ 

Medigap  insurers  cannot  impose  any  waiting  periods  when  you  switch 
Medigap  policies.  Medigap  insurers  in  Massachusetts  cannot  limit  or  exclude 
coverage  for  health  problems  that  you  have  at  the  time  of  purchase.  This  means 
that  you  are  covered  for  services  you  receive  on  or  after  the  effective  date  of 
insurance,  regardless  of  when  you  first  suffered  from  the  sickness  or  injury. 
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Medigap  insurers  in  Massachusetts  also  cannot  have  any  other  type  of  waiting 
period. 

.    Medicare  and  Managed  Care  Plans  (Pages  21  to  22  of  1998  Federal  Guide) 

In  Massachusetts,  all  managed  care  plans  for  people  with  Medicare  are  sold 
by  licensed  health  maintenance  organizations  (HMOs).  All  of  these  managed  care 
plans  must  sell  a  plan  with  unlimited  outpatient  prescription  drug  benefits  that  are 
similar  to  the  benefits  found  in  the  Medicare  Supplement  2  Plan  discussed  above. 

"The  Massachusetts  Guide  to  Health  Insurance  for  People  with 
Medicare"  has  more  information  about  managed  care  plans  for  people  with 
Medicare,  including  whether  an  approved  plan  has  a  risk  or  cost  contract  with 
Medicare.  To  find  out  how  you  can  get  a  copy  of  that  guide,  please  see  Page  1  of 
this  Attachment.  Please  note  that  as  of  August  25,  1998,  there  are  no  Managed 
Care  "Point  of  Service"  (POS)  plans  approved  for  sale  in  Massachusetts. 

.    Managed  Care  Plan  Enrollment  (Page  22  of  1998  Federal  Guide) 


*n   ■* 


{Please  Note  New  Rules:  Under  the  federal  Balanced  Budget  Act  of  1997, 
the  rules  for  eligibility  and  when  you  can  enroll  in  managed  care  plans  that  are 
Medicare  +  Choice  plans  is  slightly  different  than  for  plans  based  on  a  risk  or  cost 
contract,  which  are  discussed  below.  For  example,  individuals  who  elect  hospice 
coverage  may  enroll  in  a  Medicare  +  Choice  managed  care  plan.  Also,  individuals 
who  develop  end-stage  renal  disease  while  in  a  private  plan  offered  by  a 
Medicare  +  Choice  organization  can  enroll  in  a  Medicare  +  Choice  managed  care 
plan,  and  individuals  who  develop  end-stage  renal  disease  while  enrolled  in  a 
Medicare  +  Choice  managed  care  plan  may  remain  in  that  plan.  Finally, 
enrollment  in  Medicare  +  Choice  managed  care  plans  will  start  on  November  1, 
1998  for  coverage  effective  January  1,  1999  and  an  individual  can  apply  to  enroll 
in  such  a  plan  continuously  through  December  31,  2001  with  peru|dJLc  enrollment 
available  after  that  time. } 

As  discussed  above,  all  the  managed  care  plans  in  Massachusetts  are  sold  by 
licensed  HMOs.  In  Massachusetts,  people  with  Medicare  have  more  opportunities 
to  buy  managed  care  plans  than  described  in  the  1998  Federal  Guide. 
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If  you  want  to  enroll  in  a  managed  care  plan  that  has  a  risk  or  cost  contract 
with  Medicare  you  must  meet  the  four  requirements  for  enrolling  in  a  managed 
care  plan  as  listed  in  the  1998  Federal  Guide,  Page  22.  These  requirements  are: 
(1)  you  must  live  in  the  plan's  service  area;  (2)  you  must  have  Medicare  Part  B  and 
continue  paying  Part  B  premiums;  (3)  you  do  not  have  permanent  kidney  failure; 
and  (4)  you  cannot  be  receiving  care  in  a  Medicare-certified  hospice.  You  should 
note  that  if  you  have  permanent  kidney  failure,  and  you  are  currently  enrolled  in  a 
non-Medicare  HMO  plan,  you  will  be  able  to  convert  to  that  HMO's  Medicare 
product.  For  more  information  on  this  option,  you  should  contact  your  HMO  plan. 

Also,  please  read  the  section  of  this  Attachment  entitled  "Medigap 
Premiums"  which  discusses  premium  discount  and  surcharge  programs  that  may  be 
offered  by  managed  care  plans,  in  addition  to  Medigap  plans. 

Open  Enrollment  for  People  Who  are  "Initially  Eligible  for  Coverage": 

People  who  (1)  meet  the  eligibility  requirements  for  the  plan  in  which  they  are 
enrolling  and  (2)  qualify  as  "initially  eligible  for  coverage"  under  Massachusetts 
rules,  get  a  six  month  open  enrollment  period  for  managed  care  plans  from  the  date 
they-become  "initially  eligible  for  coverage."  People  who  meet  these  requirements 
can  buy  any  approved  managed  care  plan  sold  by  an  HMO  in  Massachusetts  for 
people  with  Medicare  without  further  health  screening  and  regardless  of  age. 

You  are  "initially  eligible  for  coverage"  under  Massachusetts  rules  when: 

1.  you  first  enroll  in  Medicare  Part  B  at  any  age;  or 

2.  you  have  lost  health  insurance  coverage  from  your  employer  because 
your  job  ends  or  your  employer  stops  offering  health  coverage  to 
employees  like  you;  or 

3.  you  are  covered  by  an  HMO  but  move  out  of  the  HMO's  service  area;  or 

4.  you  become  a  Massachusetts  resident. 


*-=* 


Open  Enrollment  for  People  Who  Are  Turning  65  Or  Wfio,  Are  Age  65 
Or  Older  When  They  Enroll  in  Medicare  Part  B:  Under  federar  rules,  if  you 
are  enrolled  in  a  regular  HMO  plan  (not  designed  for  people  on  Medicare)  for  the 
month  immediately  before  the  month  in  which  you  are  entitled  to  Medicare  Parts  A 
and  B  or  Part  B  only,  you  may  be  able  to  convert  to  the  HMO's  plan  for  people 
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with  Medicare.  For  more  information  on  this  option,  you  should  contact  your 
HMO  plan. 

Annual  Open  Enrollment  Period:  In  Massachusetts,  there  is  an  annual 
open  enrollment  period  from  February  1  through  March  31.  During  the  annual 
open  enrollment  period,  all  the  approved  managed  care  plans  for  people  with 
Medicare  are  available  for  sale  and  can  be  purchased  if  the  applicant  meets  the 
plan's  eligibility  requirements  without  further  health  screening  and  regardless  of 
age.  Under  federal  rules,  coverage  will  begin  within  no  more  than  90  days  from 
the  date  you  apply;  you  will  have  three  options  for  your  coverage  starting  date. 
(Medigap  insurers  also  participate  in  this  annual  open  enrollment  period.  The  rules 
for  Medigap  insurers  are  discussed  above  in  this  Attachment.) 

Other  Open  Enrollment  Periods:  Some  managed  care  plans  may  have 
open  enrollment  periods  during  other  times  of  the  year  or  all  year  long  (continuous 
open  enrollment).  Please  note  that  HMOs  are  allowed  to  limit  the  time  during 
which  members  without  a  drug  plan  may  upgrade  to  a  drug  plan  to  just  the 
February/March  open  enrollment  period  described  above.  "The  Massachusetts 
Guide  to  Health  Insurance  for  People  With  Medicare"  lists  which  managed 
care  plans  have  these  kinds  of  open  enrollment  periods.  To  find  out  how  you  can 
get  a  copy  of  that  guide,  please  see  Page  1  of  this  Attachment. 

Open  Enrollment  for  People  Who  Are  Under  Age  65  and  on  Medicare 
for  Any  Disability  Other  Than  End-Stage  Renal  Disease:  Under  Massachusetts 
rules,  people  who  are  under  age  65  and  on  Medicare  for  any  disability  other  than 
end-stage  renal  disease  can  buy  a  managed  care  plan  if  they  (1)  meet  the  eligibility 
requirements  for  the  plan  in  which  they  are  enrolling  and  (2)  either  become 
"initially  eligible  for  coverage"  or  apply  during  an  annual  open  enrollment  or  any 
other  open  enrollment  period  that  the  plan  has,  as  discussed  above.  After  turning 
65,  these  people  can  still  rely  on  the  Massachusetts  open  enrollment  times. 

•V. 

Open  Enrollment  for  People  Who  Have  End-Stage   fenal   Disease: 

Under  federal  rules,  people  who  have  end-stage  renal  disease  cannot  enroll  in  a 
managed  care  plan  that  has  a  risk  or  cost  contract  with  Medicare.  However,  if  you 
have  permanent  kidney  failure  and  you  are  currently  enrolled  in  a  non-Medicare 
managed  care  plan,  you  will  be  able  to  convert  to  that  managed  care  plan's 
coverage  for  people  with  Medicare. 
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Medigap   Protection   When   Other   Health   Insurance   Ends   or   Is   Lost 
Effective  July  1, 1998  (Pages  25  to  26  of  the  1998  Federal  Guide) 


Pages  25  to  26  of  the  1998  Federal  Guide  describe  a  new  federal  law  that 
increases  the  opportunities  to  purchase  Medigap  coverage.  This  federal  law  went 
into  effect  on  July  1,  1998.  As  noted  above,  Massachusetts  does  not  use  the 
federal  plans  A  through  J  that  are  mentioned  in  the  Federal  Guide.  However, 
under  federal  law,  you  have  a  right  to  purchase  a  plan  that  is  similar  to  the  federal 
plans  A,  B,  C  and  F  that  are  mentioned  in  the  Federal  Guide  under  this  new  law. 

Therefore,  if  you  have  a  right  to  purchase  Plan  A  as  described  in  the  Federal 
Guide,  then  in  Massachusetts  you  may  purchase  the  Medicare  Supplement  Core 
plan.  If  you  have  a  right  to  purchase  Plans  B,  C  or  F  as  described  in  the  Federal 
Guide,  then  in  Massachusetts  you  may  purchase  the  Medicare  Supplement  1  plan. 

Also,  as  discussed  above,  Medigap  insurers  in  Massachusetts  are  required  to 
cover  pre-existing  conditions  and  cannot  exclude  coverage  for  pre-existing 
conditions  for  any  length  of  time. 

•  Long-Term  Care  Insurance  (Page  26  of  1998  Federal  Guide) 

Massachusetts  has  a  long-term  care  insurance  regulation  that  applies  to 
nongroup  (individual)  long-term  care  policies  sold  in  Massachusetts.  The  Division 
of  Insurance  must  approve  all  nongroup  long-term  care  policies  and  premium  rates. 
Group  long-term  care  insurance  policies  and  premium  rates  are  not  submitted  to 
the  Division  for  review  and  do  not  have  to  meet  the  same  requirements  as  non- 
group  long-term  care  policies.  To  find  out  how  to  get  more  information  on  long- 
term  care  insurance,  please  see  Page  1  of  this  Attachment. 

•  Specified  Disease  Insurance  (Page  26  of  1998  Federal  Guide)  g 

Specified  disease  insurance  has  not  been  sold  in  Massachusetts  since 
October  1,  1997  due  to  the  implementation  of  a  new  law  regarding  nongroup 
health  insurance. 
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.    Do  You  Need  More  Insurance?  (Pages  26  to  28  of  1998  Federal  Guide) 

Before  you  buy  a  Medigap  policy  or  managed  care  plan,  please  consider  the 
following  information.  Due  to  your  income  or  your  financial  need,  you  may 
qualify  for  programs  that  cover  certain  health  services  or  help  you  pay  for 
insurance.  To  get  more  information,  you  can  contact  the  agencies  listed  below. 

Medicaid,  QMB  (Qualified  Medicare  Beneficiary),  and  SLMB 
(Specified  Low-Income  Medicare  Beneficiary):  Call  or  visit  your  local  office  of 
the  Division  of  Medical  Assistance.  You  may  also  call  the  MassHealth  Customer 
Service  Center  at  1-800-841-2900.  Please  note  that  the  Qualifying  Individual  (QI) 
Program  discussed  on  Page  27  of  the  1998  Federal  Guide  is  not  available  in 
Massachusetts  as  of  August  25,  1998. 

Senior  Pharmacy  Program:  This  state  program  is  administered  by  the 
Executive  Office  of  Elder  Affairs  in  cooperation  with  the  Division  of  Medical 
Assistance.  Eligible  individuals  may  receive  up  to  $750  per  year  for  certain 
prescription  drugs.  In  order  to  qualify,  an  individual  must  meet  the  following: 


«c    ■* 


•  be  age  65  or  older  be  a  resident  of  Massachusetts  for  the  last  6  months 

•  cannot  be  enrolled  in  the  Medicaid  program 

•  cannot  have  drug  coverage  from  supplemental  insurance  policy,  HMO  plan  or 
other  third  party  payer 

•  must  have  a  gross  annual  income  no  greater  than  $12,084  per  year  (couples 
apply  individually) 

Please  contact  the  Senior  Pharmacy  Program  at  1-800-953-3305  to  receive  an 
application  or  to  find  out  more  about  this  program.  You  may  also  call  your  local 
ASAP  (Aging  Services  Access  Points). 

The  CommonHealth  Program:  This  state  program  prov]|es  health  care 
benefits  to  disabled  working  adults  and  disabled  children.  Call  the  CommonHealth 
Program  at  the  Division  of  Medical  Assistance  at  1-800-841-2900. 

The  Uncompensated  Care  Pool:  Hospitals  are  required  to  provide  certain 
people  with  free  care  in  their  facilities.  Call  your  local  hospital  or  the  Division  of 
Health  Care  Finance  and  Policy  at  (617)  988-3100. 
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Drug  Company  Programs:  More  than  50  drug  companies  offer  free 
prescription  drugs  to  people  of  all  ages  whom  qualify.  Each  drug  company  has 
different  guidelines.  To  obtain  a  list  of  the  drugs  that  are  covered  and  a  sample 
application  form,  please  call  Mass  Home  Care's  Elder  Line  at  1-800-243-4636. 

•     Tips  on  Shopping  for  Health  Insurance  (Pages  28  to  31  of  1998  Federal 
Guide) 

Decide  carefully  whether  you  will  pay  your  Medigap  premium  on  a 
monthly,  quarterly,  semi-annual  or  annual  basis,  depending  on  the  options  that  are 
offered  by  the  Medigap  insurer.  Many  companies  offer  discounts  if  consumers  pay 
on  other  than  a  monthly  basis.  Please  be  aware  that  after  the  30-day  free  look 
period,  Medigap  insurers  are  only  required  to  return  the  unearned  premium  upon 
your  death  if  you  pay  your  premium  on  a  quarterly,  semi-annual  or  annual  basis. 
However,  each  Medigap  insurer  is  required  to  inform  applicants  regarding  whether 
or  not  it  will  return  unearned  premium  if  the  policy  is  canceled  after  the  30-day 
free  look  period  for  a  reason  other  than  death  and  premium  is  paid  on  a  quarterly, 
semi-annual  or  annual  basis,  so  that  you  will  know  before  you  decide  how  often  to 
make  your  payments. 


H 


Three  Standard  Massachusetts  Medigap  Plans: 

Available  in  Massachusetts 

for  Coverage  Beginning  on  or  After  January  1, 1995 


MEDICARE 

MEDICARE 

MEDICARE 

Standard  Benefits 

SUPPLEMENT 

SUPPLEMENT 

SUPPLEMENT 

CORE 

1 

2 

Basic  Benefits: 

•  Part  A  Hospital 

X 

X 

X 

Coinsurance 

•  365  Lifetime  Hospital 

X 

X 

X 

Days 

•  First  three  pints  of  blood 

X 

X 

X 

each  year 

.  Part  B  Medical 

X 

X 

X 

Coinsurance  (generally 

20%  for  all  approved 

services) 

Coverage  in  addition  to 

60  Days  per 

120  Days  per 

120  Days  per 

Medicare  for  inpatient  days 

calendar  year 

benefit  period  less 

benefit  period  less 

in  licensed  mental  health 

less  Medicare  or 

Medicare  or  plan 

Medicare  or  plan 

hospitals 

plan  days 

days 

days 

Skilled  Nursing  Facility 

X 

X 

Coinsurance  (Days  21-100) 

Part  A  Deductible 

X 

X 

Part  B  Deductible 

X 

X 

Foreign  Travel 

X 

X 

Outpatient  Prescription 

Drugs  Purchased  at  Retail 

X 

Pharmacies:  $35  calendar 

quarter  deductible- 

<%  " 

Generic  drugs:  100% 

~*?. 

Brand-name  drugs:  80% 

■ 

Note:  Look  at  each  company's  materials  to  find  out  what  benefits,  if  any,  the 
company  has  added  to  the  standard  benefits  for  each  plan  it  offers. 


COMMONWEALTH  OF  MASSACHUSETTS 

DIVISION  OF  INSURANCE 

470  Atlantic  Avenue  •  Boston,  MA  02210-2223 

(617)  521-7794  •  FAX  (617)  521-7770 

TTY/TDD  (617)  521-7490 

http://www.state.ma.us/doi 
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LINDA  RUTHARDT 
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DANIEL  A.  GRABAUSKAS 

DIRECTOR,  CONSUMER  AFFAIRS 
AND  BUSINESS  REGULATION 


Bulletin  98-11 


TO: 


FROM: 


DATE: 


Licensees,  Insurers  and  Interested  Parties 


Commissioner  Linda  Ruthardt 


September  21, 1998 


RE: 


The  Federal  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994 


This  Bulletin  is  intended  to  advise  all  persons  and  entities  engaged  in  or  contemplating 
being  engaged  in  the  business  of  insurance  in  Massachusetts  of  the  implications  of  the 
federal  "Violent  Crime  Control  and  Law  Enforcement  Act  of  1994,"  Title  18  U.S.  Code, 
Sections  1033  and  1034  ("the  Act")  signed  into  law  on  September  13,  1994.  The  Act 
included  new  federal  criminal  and  civil  enforcement  provisions  aimed  at  white-collar 
crime  and  insurance  fraud. 

Under  the  Act,  it  is  a  criminal  offense  for  anyone  "engaged  in  the  business  of  insurance" 
to  willfully  permit  a  "prohibited  person"  to  conduct  insurance  activity.  Section  1033 
specifies  certain  activities  as  crimes  if  they  are  carried  out  by  individuals,  agents  and 
employees  engaged  in  the  business  of  insurance.  Section  1034  authorizes  the  U.S. 
Attorney  General  to  bring  civil  actions  against  a  person  who  engages  in  conduct 
constituting  an  offense  under  the  previous  section.  A  civil  penalty  does  not  preclude  the 
application  of  any  other  criminal  or  civil  statutory,  common  law  or  administrative  remedy 
otherwise  available. 


Notification  Requirements:  A  "prohibited  person"  is  an  individual  who  has  been 
convicted  of  any  felony  involving  dishonesty  or  a  breach  of  trust  or  who  has  been 
convicted  of  an  offense  falling  under  this  section  and  who  willfully  engages  in  the 
business  of  insurance  as  defined  by  the  Act.  A  "prohibited  person"  who  is  engaged  or 
intends  to  be  engaged  in  the  business  of  insurance  in  Massachusetts  must  notify,  in 
writing,  the  Division  of  Insurance  of  their  status  and  whether  he  or  she  seeks  the  written 
consent  of  the  Commissioner.  Any  entity  conducting  insurance  activity  has  the 
responsibility  of  notifying,  in  writing,  the  Division  of  Insurance  of  all  employees  and 
agents  who  are  affected  by  this  law  and  have  them  apply  for  an  exemption  or  otherwise 
have  such  individuals  cease  or  desist  from  their  engagement.  An  insurer  domiciled  in  a 
state  other  than  Massachusetts  which  has  agents  or  employees  who  transact  business  in 


Massachusetts  shall  forward,  in  writing,  the  names  of  each  employee  or  agent  who  is 
deemed  to  be  a  "prohibited  person"  to  the  Massachusetts  Division  of  Insurance. 

Applications  for  Written  Consent:  Every  "prohibited  person"  may  not  engage  in  the 
business  of  insurance  unless  and  until  that  person  has  received  the  specific  written 
consent  to  do  so  from  the  Commissioner  of  Insurance  with  appropriate  jurisdiction.  Such 
consent  must  specify  that  it  is  granted  for  the  purpose  of  Title  18  U.S.  Code,  Section 
1033.  Written  consent  from  the  appropriate  regulatory  official  of  other  states  should  be 
likewise  forwarded  to  the  Massachusetts  Division  of  Insurance  if  it  has  already  been 
obtained. 

Upon  written  notification  and  application  for  such  consent,  the  Commissioner  may 
request  any  relevant  information  to  assist  in  the  determination  of  the  issue  and  will  decide 
whether  to  grant  or  deny  such  consent  on  a  case-by-case  basis.  The  Division  of  Insurance 
encourages  applicants  to  provide  full  and  complete  disclosure  of  such  relevant 
information. 

Specific  inquiries  concerning  this  Bulletin  and  applications  for  written  consent  should  be 
addressed  to  the  Massachusetts  Division  of  Insurance's  Office  of  the  General  Counsel. 
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CC: 


RE: 


Commissioner  Linda  Ruthardt 

First  Deputy  Commissioner  Julianne  Bowler 

Michael  T.  Caljouw,  Deputy  General  Counsel 

Daniel  Judson,  Acting  General  Counsel  (&  section  members) 

Craig  Spratt,  Assist.  Commr.  for  Market  Conduct  (&  section  members) 

Robert  Dynan,  Director  of  Financial  Analysis 

John  Ritacco,  Director  of  Financial  Examination  and  Chief  Examiner 

Kevin  Beagan,  Director  of  Health  Policy  Unit 

Matthew  C.  Regan,  Chief  Enforcement  Counsel 

James  Kielty,  Director  of  Special  Investigations  Unit 

Burt  Kagan,  Acting  Director  of  A  &  B  Licensing  (&  section  members) 

Bob  MacNicholl,  Acting  Director,  State  Rating  Bureau 

James  Wright,  III,  CPCU,  State  Rating  Bureau 

Bulletin  and  Internal  Procedures  Concerning  Federal  Violent  Crime 
Control  and  Law  Enforcement  Act  of  1994 


DATE: 


September  21,  1998 


Along  with  Bulletin  98-11  routed  to  all  licensees,  insurers  and  other  interested 
parties,  the  following  provides  a  summary  of  the  Federal  Violent  Crime  Control  and  Law 
Enforcement  Act  of  1994  and  the  internal  procedures  concerning  the  grant  or  denial  of 
written  consent  to  "prohibited  persons." 

I.        Summary  of  Act 

On  September  13,  1994,  President  Clinton  signed  into  law  the  omnibus 
anti-crime  bill  titled  the  "Violent  Crime  Control  and  Law  Enforcement  Act  of  1994" 
(Public  Law  103-322,  H.R.  3355)  ("Act").  The  Act  is  quite  broad  in  its  application, 
particularly  within  the  so-called  insurance  fraud  provisions  contained  within  sections 
1033  and  1034. 


18  U.S.C.  §  1033  enumerates  certain  activities  as  crimes  if  they  are  carried  out 
by  individuals,  their  agents  and  employees  engaged  in  the  business  of  insurance  and 
whose  activities  affect  interstate  commerce.  Prohibited  activities  include,  but  are  not 
limited  to: 

•  Knowingly,  with  the  intent  to  deceive,  making  any  false  material  statement 
or  report  or  willfully  and  materially  overvaluing  any  land,  property  or  security 
in  connection  with  any  financial  reports  or  documents  presented  to  any 
insurance  regulatory  official  or  agency  for  the  purpose  of  influencing  the 
actions  of  that  official  or  agency; 

•  Willfully  embezzling,  abstracting,  purloining  or  misappropriating  any  of  the 
moneys,  funds,  premiums,  credits  or  other  property  of  any  person  engaged 
in  the  business  of  insurance; 

•  Knowingly  making  any  false  entry  of  material  fact  in  any  book,  report  or 
statement  of  the  person  engaged  in  the  business  of  insurance  with  the  intent 
to  deceive  any  person  about  the  financial  condition  or  solvency  of  such 
business; 

•  By  threats  or  force  or  by  any  threatening  letter  or  communcation,  corruptly 
influencing,  obstructing,  or  impeding  or  endeavoring  to  corruptly  influence, 
obstruct  or  impede  the  proper  administration  of  the  law  under  which  any 
proceeding  is  pending  before  any  insurance  regulatory  official  of  agency; 

•  Willfully  engaging  in  the  business  of  insurance  whose  activities  affect 
interstate  commerce  or  participating  in  such  business,  if  the  individual  has 
been  convicted  of  a  criminal  felony  involving  dishonesty  or  a  breach  of  trust 
or  has  been  convicted  of  an  offense  under  Section  1033.  Further,  other 
individuals  shall  not  willfully  permit  the  participation  of  an  individual  so 
convicted. 

"Insurer"  is  broadly  defined  to  mean  an  entity  whose  business  activity  is  the 
writing  of  insurance  or  the  reinsuring  of  risks  including  any  person  who  acts  as,  or  is,  an 
officer,  director,  agent  or  employee  of  that  business  entity.  "Business  of  insurance"  is 
likewise  broadly  defined  to  include  the  writing  of  insurance  or  the  reinsuring  of  risks  by 
an  insurer.  This  includes  all  acts  necessary  or  incidental  to  such  writing  or  reinsuring, 
and  the  activities  of  persons  who  act  as,  or  are,  officers,  directors,  agents  or  employees 
of  insurers,  or  who  are  other  persons  authorized  to  act  on  behalf  of  these  persons. 

The  Act  is,  thus,  applicable  to  all  present  and  prospective  employees  of  insurers, 
whether  working  directly  or  indirectly,  and  appears  to  include  consultants,  third-party 
administrators  and  professionals  so  working  (including  law  and  accounting  firms). 
Further,  there  is  no  "grandfather"  clause  for  persons  already  working  in  the  insurance 
realm. 


II.  Reporting  Criminal  Violations  to  Division  Officials 

Upon  acquiring  knowledge  of  any  convictions,  all  Division  employees  shall  inform  the 
Special  Investigations  Unit,  the  Chief  Enforcement  Counsel  and  the  Acting  Director  of 
Agent  and  Broker  Licensing  of  any  licensees  or  corporate  officials/  representatives  of 
licensees  who  are  convicted  of  criminal  offenses  covered  by  the  Act.  The  Chief 
Enforcement  Counsel  shall  notify  the  Office  of  the  General  Counsel  of  such  information. 

III.  Applicants  and  Licensees  Subject  to  the  Act 

In  the  event  that  an  applicant  or  licensee  is  subject  to  the  Act,  the  Chief  Enforcement 
Counsel  shall  do  the  following: 

1.  Inform  the  person  of  the  criminal  offense  set  forth  in  the  Act; 

2.  Inform  the  person  that  a  written  consent  from  the  Commissioner  is 
required  pursuant  to  18  U.S.C.  §  1033(e)(2); 

3.  Inform  the  person  that  a  written  request  for  written  consent  must  be  filed 
by  the  requestor  within  thirty  (30)  days  of  notification  -  i.e.  that  letter. 

Such  notification  shall  be  made  by  certified  mail,  return  receipt  requested,  and  shall 
include  a  copy  of  the  Act  and  the  attached  Bulletin.  In  corporate  cases,  said  notification 
shall  be  mailed  as  above  to  both  the  company  and  the  individual  official  at  issue. 

The  Chief  Enforcement  Counsel  shall  notify  other  NAIC  members,  via  electronic  or 
regular  mail,  of  the  name,  address,  employer  and  social  security  number  of  all 
requestors  and  shall  allow  a  reasonable  time  for  NAIC  members  to  respond  if  there  is 
any  relevant  information  concerning  the  person. 

IV.  Written  Consent  Required 

"Prohibited  persons,"  as  detailed  in  the  following  Bulletin,  must  notify  the 
Division  of  their  status  and  may  request  written  consent  from  the  Division  in  order  to 
work  in  the  field  of  insurance  in  Massachusetts.  Said  request  for  consent  must  be  made 
in  writing,  must  reference  the  statutory  provision  at  issue  (18  U.S.C.  §  1033(e)),  and  be 
addressed  jointly  to  the  Office  of  the  General  Counsel  and  the  Chief  Enforcement 
Counsel,  Division  of  Insurance,  470  Atlantic  Avenue,  Boston,  MA  02110-2223.  The 
request  for  written  consent  shall  contain  the  following  items: 

•  A  notarized  signature  of  the  person  making  the  request  with  an  oath  that  it  is 
made  under  the  pains  and  penalties  of  perjury; 

•  The  requestor's  social  security  number; 

•  A  waiver  consisting  of  the  following  language:  "The  undersigned  expressly 
gives  the  Massachusetts  Division  of  Insurance  authorization  to  access  and 
inspect  all  criminal  and  probation  records  pertaining  to  the  undersigned.  This 
waiver  expressly  applies  to  information  maintained  by  the  Massachusetts 
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Criminal  History  Systems  Board  and  other  agencies,  both  federal  and  state, 
maintaining  such  information.  The  undersigned  expressly  acknowledges  that 
the  Massachusetts  Division  of  Insurance  may  request  and  have  access  to  any 
other  records  and  information  it  deems  relevant  and  useful  in  the 
determination  of  the  issues  presented  by  this  request." 

After  receiving  written  request  for  consent,  the  Chief  Enforcement  Counsel  or  his 
designee  shall  notify,  in  writing,  all  applicants  for  written  consent  within  thirty  (30)  days 
of  the  receipt  of  the  request  that  such  request  has  been  received,  whether  the  initial 
items  above  have  been  proffered  accordingly  and  inform  the  individual  of  the  following 
requirements: 

•  Requirement  for  Character  References  -  The  Division  shall  require,  at 
minimum,  four  (4)  character  references  be  submitted,  directly  to  the  Division 
by  the  individual  writing  the  reference,  on  behalf  of  persons  filing  for  written 
consent.  Such  references  shall  state  how  long  and  in  what  capacity  the 
person  knows  or  knew  the  requestor  and  shall  speak  to  actual  instances 
revealing  the  requestor's  demonstrated  character,  particularly  as  to  the 
requestor's  veracity,  trust,  honesty  and  other  character  traits  as  they  relate  to 
employment.  Such  references  shall  also  indicate  that  the  person  providing 
the  reference  is  aware  that  the  reference  is  being  provided  in  connection  with 
a  request  for  written  consent  to  engage  or  participate  in  the  business  of 
insurance  despite  the  existence  of  a  felony  conviction. 

•  Requirement  for  Production  of  Documents  -  The  Division  shall  require  all 
persons  seeking  written  consent  to  submit,  within  thirty  (30)  days  of  the 
request,  certified  copies  of  all  relevant  court  documents  together  with  any 
other  documents  or  information  the  requestor  wishes  to  be  considered.  The 
Division  may  also  include  requests  for  other  documents  or  information  which 
it  deems  relevant  and  useful  in  the  determination  of  the  issues  presented  by 
the  request. 

As  an  initial  matter,  upon  receipt  of  the  Criminal  History  Systems  Board  "waiver"  from 
the  requestor  or  upon  proper  authority  to  otherwise  access  such  records,  the  Division's 
Special  Investigations  Unit  and  Chief  Enforcement  Counsel  shall  proceed  with  a  Criminal 
History  Systems  Board  check  and  provide  any  information  produced  thereto  to  the 
Commissioner  or  the  appropriate  designee.  The  Division  shall  also  forward  the 
following  Interrogatories  which  shall  be  answered  under  oath  within  thirty  (30)  days  of 
receipt.  The  Division  may  supplement  or  amend  these  Interrogatories  with  further 
questions  in  its  discretion  either  during  the  initial  forwarding  of  Interrogatories  or  at  any 
time  subsequent  thereto.  While  the  relevant  information  which  may  be  requested  will 
differ  from  case  to  case,  the  standard  Interrogatories  should  include  the  following: 


1.        Please  prepare  a  signed  affidavit,  and  two  copies,  setting  forth  the  following 
personal  history: 

a.   Place  and  date  of  birth;  whether  or  not  you  are  a  citizen  of  the  United  States; 
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b.  Full  names  and  addresses  of  all  schools  attended  and  degrees  obtained; 

c.  Each  and  every  marriage,  including  a  statement  concerning  whether  any 
relatives,  by  blood  or  marriage,  are  currently  serving  in  any  capacity  with  any 
insurer  or  insurance  agency; 

d.  Home  address;  mailing  address  (if  different);  home  telephone  number;  work 
address;  work  telephone  number;  social  security  number; 

e.  Full  names  and  addresses  of  each  place  of  employment,  including  any  military 
history,  in  chronological  order  from  your  first  employment  to  the  present  date; 

f.  All  arrests  and  convictions  for  felonies,  misdemeanors  or  offense(s)  and  all 
imprisonments,  jail  terms,  probationary  periods  and  parole  periods  resulting 
therefrom; 

g.  Are  there  any  mitigating  circumstances  surrounding  your  commission  of  the 
offense(s)  listed  in  (e)  above?  If  yes,  please  explain; 

h.  List  all  evidence  that  exists  regarding  your  rehabilitation  and  set  forth  your 
present  fitness  or  ability  to  perform  your  duties,  activities  or  responsibilities 
proposed  to  be  performed; 

i.    Please  list  the  names  and  locations  of  all  insurers  for  which  you  have  advised, 
represented  or  in  any  manner  worked  with  regard  to  the  writing  of  insurance  or 
the  reinsuring  of  risks,  including  but  not  limited  to  all  acts  necessary  or  incidental 
to  such  writing  or  reinsuring  and  the  activities  of  persons  who  act  as,  or  are, 
officers,  directors,  agents,  or  employees  of  insurers  or  who  are  other  persons 
authorized  to  act  on  behalf  of  such  persons,  together  with  a  description  of  the 
activities  performed  for  such  insurer; 

j.    Please  indicate  whether  written  consent  has  been  requested  from  any  other 
Commissioner  of  Insurance,  and  if  so,  list  the  current  status  of  said  request; 

k.  Please  set  forth  your  net  worth,  including  all  assets  held  by  you,  or  held  in  the 
names  of  others  for  you,  the  amount  of  each  liability  owed  by  you,  or  by  you 
together  with  any  person  and  the  amount  and  sources  of  all  income  during  the 
immediately  preceding  five  (5)  calendar  years  prior  to  the  date  of  this 
application. 

2.  Please  list  below  the  details  regarding  all  felony  convictions  and  whether  or  not 
your  civil  and  political  rights  have  been  restored  (and,  if  so,  the  manner  in  which 
they  have). 

3.  Please  list  fully  the  date(s)  of  the  offense(s),  your  age  on  such  date(s)  and  the 
time  which  has  elapsed  since  the  offense(s). 

4.  Please  indicate  whether  or  not  you  have  made  full  payment  of  all  court  costs  and 
supervision  fees,  fines  and  restitution  concerning  the  offense(s). 

5.  Please  specify  the  name  and  location  of  the  insurer(s)  or  insurance  agency  with 
which  you  are  currently  employed  or  otherwise  work  and  the  dates  of  your 
employment,  title,  employer  and  employment  address  for  any  work  which  you 
have  performed  which  was,  in  any  way,  associated  with  the  insurance  field. 

6.  Please  describe  in  detail  the  office,  position,  title,  etc.  you  will  hold  and  a 
complete  description  of  the  activities  and  responsibilities  which  you  seek  to 
perform  and  for  which  the  issuance  of  written  consent  is  requested.  Please 
attach  all  written  agreements  and  contracts  that  you  have  entered  with  any 
insurer(s)  or  agency  or  that  you  prospectively  seek  to  enter.  N.B.:  If  consent  is 
given,  it  will  be  applicable  only  to  the  activities  described  herein. 
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Persons  alleged  to  have  been  aggrieved  by  the  Commissioner's  denial  of  a  request  may, 
of  course,  seek  the  ordinary  course  of  redress  to  the  appropriate  court  pursuant  to 
Massachusetts  General  Law.  The  record  on  appeal  shall  include  the  request  for  written 
consent,  any  documents  or  information  provided  by  the  requestor  or  other  relevant 
information  obtained  by  the  Division  from  outside  sources  and  all  correspondence  to 
and  from  the  requestor  as  otherwise  permitted  under  Massachusetts  law. 

VI.  Subsequent  Convictions  of  Persons  Previously  Granted  Consent 

Upon  discovering  that  a  person  previously  granted  written  consent  has  been  convicted 
of  an  offense  under  the  Act  or  any  other  felony  offense  involving  dishonesty  or  breach 
of  trust  subject  to  the  provisions  of  the  Act,  said  person  shall  be  informed  in  writing  via 
certified  mail,  return  receipt  requested,  that  the  previously  granted  consent  has  been 
withdrawn  and  that  engaging  in  the  business  of  insurance  is  now  prohibited  by  the  Act. 
The  Special  Investigations  Unit  shall  be  provided  with  such  information  and  other 
relevant  documentation  for  further  action,  if  needed. 

VII.  Failure  to  File  Proper  Request  for  Written  Consent  or  Provide  Information 

If  a  requestor  fails  to  file  a  complete  or  timely  request  or  otherwise  fails  to  proffer 
requested  information  or  documents  fully  and  promptly,  the  request  shall  be  deemed  to 
be  abandoned.  In  such  an  instance,  the  Chief  Enforcement  Counsel  shall  file  a  Show 
Cause  Order  for  revocation  of  licensure  as  otherwise  appropriate  and  within  the 
discretion  of  said  counsel. 

VIII.  Applicability 

The  policies  outlined  in  the  present  memorandum  shall  take  effect  immediately  and 
shall  apply  to  all  matters,  both  pending  and  future,  falling  within  the  scope  of  the  Act. 
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BULLETIN  No.  98-12 


To:    All  Companies  Writing  Credit  Life  and  Credit  Accident 
And  Health  Insurance 


From:  Linda  Ruthardt,  Commissioner  of  Insurance 


Re:    Credit  Insurance  Sold  by  Motor  Vehicle  Dealers 


Date:-  September  29,  1998 

Pursuant  to  M.G.L.  c.  175,  s  117c  (F)  (2),  I  am  required  to 
review  the  combined  experience  of  all  insurers  for  the 
motor  vehicle  dealers  class  of  business,  and  compute  the 
appropriate  rates  for  credit  life  and  credit  accident  and 
health  insurance  sold  through  automobile  dealers,  for 
policies  issued  or  renewed,  commencing  on  January  1,  1999 
through  December  31,  2001. 

The  statutory  prima  facie  rates  for  1999-2001  for  the  motor 
vehicle  dealer  class  of  business  are: 

1.  For  credit  life  insurance,  the  nominal  rates  per  one 
thousand  dollars  of  insurance  inforce  per  month  shall  be 
forty  six  cents  for  single  life  insurance,  and  one  hundred 
and  sixty  percent  of  said  single  life  insurance  rate  for 
joint  life  insurance,  or  seventy  four  cents. 

2.  For  credit  accident  and  health  insurance,  single  premium 
rates  for  each  one  hundred  dollars  of  initial  indebtedness 
shall  be  fifty  two  cents  per  annum  for  each  of  the  first 
four  years  of  the  term  of  coverage,  thirty  seven  cents  per 
annum  for  each  of  the  next  three  years  of  the  term  of 
coverage  and  nineteen  cents  per  annum  for  each  year  of 
coverage  thereafter. 


Any.  questions  concerning  this  bulletin  should  be  directed 
to  Frederick  Lonsdale  at  (617)  521-7344. 
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To: 


From: 


Re: 


Bulletin  98-13 

Commercial  Health  Insurers,  Blue  Cross  and  Blue  Shield  of 
Massachusetts  (BCBSMA),  Health  Maintenance  Organization* 


Linda  Ruthardt,  Commissioner 


Mandated  Benefit  for  Newborn  Hearing  Screening  Tests 


Date: 


October  2, 1998 


The  purpose  of  this  Bulletin  is  to  inform  commercial  carriers,  3CBSMA  and  HMOs  of 
the  enactment  of  St.  1998,  c.  243  (Chapter  243)  which  mandates  coverage  for  newborn  hearing 
screening  tests.  Chapter  243  amends  the  General  Laws  to  require  such  tests  at  G.L.  c.  175,  § 
47C,  G.L.  c.  176A,  §  8B,  G.L.  c.  176B,  §  4C,  G.L.  c.  176G,  §  4K.  It  also  amends  the  General 
Laws  by  adding  new  language  in  G.L.  c.  Ill,  §  67F  (relating  to  the  Department  of  Public 
Health),  G.L.  c.  32A,  §  17F  (relating  to  the  Group  Insurance  Commission)  and  G.L.  c.  118E,  § 
10B  (relating  to  the  Division  of  Medical  Assistance).  Chapter  243  is  effective  for  all  policies 
which  are  issued  or  renewed  on  or  after  November  5,  1998. 

Chapter  243  requires  coverage  to  be  provided  for  the  cost  of  a  newborn  hearing  screening 
test  performed  before  an  infant  is  discharged  from  a  hospital  or  birthing  center  in  accordance 
with  G.L.  c.  Ill,  §  67F  or  as  provided  by  regulations  of  the  Department  of  Public  Health. 
Chapter  243  also  indicates  that  the  law  shall  not  be  construed  to  abrogate  any  obligation  to 
provide  coverage  for  hearing  screenings  tests  or  audiological  diagnostic  procedures  pursuant  to 
any  other  law  or  under  the  terms  of  any  policy,  contract  or  certificate. 

This  Bulletin  summarizes  the  new  mandates.  Please  refer  to  the  laws  cited  above  for  a 
complete  description  of  the  requirements.  All  policies,  certificates,  evidences  of  coverage  and 
contracts  which  are  required  to  cover  this  benefit  must  be  amended  to  conform  to  Chapter  243. 
Policyholders,  subscribers  and  members  must  be  notified  of  this  new  benefit. 


Any  questions  regarding  this  Bulletin  may  be  directed  to  the  Health  Unit  of  the  State 
Rating  Bureau  at  (617)  521-7349. 
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To:       Issuers  Offering  Medicare  Supplement  Insurance 

HMOs  Offering  Evidences  of  Coverage  Issued  Pursuant  to  a  Risk  or  Cost  Contract 

From:  Commissioner  Linda  Ruthardt  //ffajw'w&flg/ 0 

Re:       Required  Open  Enrollment  Period  To  Be  Held  Pursuant  to  M.G.L.  c.  176K 

for  Medicare  Supplement  plans  between  October  1, 1998  and  November  30, 1998  and 
for  Medicare  HMO  plans  between  October  1, 1998  and  November  16, 1998 

Date:    September  23, 1998 

The  purpose  of  this  bulletin  is  to  inform  all  issuers  offering  Medicare  Supplement  insurance 
policies  and  HMOs  offering  evidences  of  coverage  issued  pursuant  to  a  risk  or  cost  contract  that  are 
subject  to  the  provisions  of  M.G.L.  c.  176K  that  such  carriers  must  participate  in  a  required  open 
enrollment  period  pursuant  to  M.G.L.  c.  176K,  sections  (2)(b)  and  3(g),  as  well  as  211  CMR  71.10(6). 
This  required  open  enrollment  period  will  be  for,  carriers  marketing  Medicare  Supplement  plans  and 
Medicare  HMO  products  within  the  MedicareTapproved  service  areas  for  the  Health  Care  Prepayment 
Plan  contract  with  Blue  Cross  and  Blue  Shield  of  Massachusetts,  Inc.  (BCBSMA),  cost  contract  of 
Harvard  Pilgrim  Health  Care  of  New  England,  Inc.  (HPHCNE)  and  the  risk  contract  of  Aetna  U.S. 
Healthcare  Inc.  The  special  open  enrollment  will  be  held  during  the  dates  noted  above  for  Medicare 
Supplement  and  Medicare  HMO  plans. 

The  Division  has  scheduled  this  open  enrollment  period  because  it  has  been  notified  by  the  federal 
Health  Care  Financing  Administration  (HCFA)  that  HCFA's  Health  Care  Prepayment  Plan  contract  with 
BCBSMA,  HCFA's  cost  contract  with  HPHCNE  and  that  HCFA's  risk  contract  with  Aetna  U.S. 
Healthcare  Inc.  will  no  longer  be  in  effect  as  of  January  1,  1999.  The  BCBSMA  Health  Care  Prepayment 
Plan  product  has  been  marketed  under  the  name  HMO  Blue  for  Seniors  and  BCBSMA  ceased  new  sales 
of  its  HMO  Blue  for  Seniors  product  as  of  January  1,  1996.  HPHCNE' s  cost  contract  product  has  been 
marketed  under  the  name  CarePlus  and  new  sales  of  this  CarePlus  product  will  be  stopped  as  of 
September  30,  1998.  Aetna  U.S.  Healthcare  Inc.'s  risk  contract  products  have  been  marketed  under  the 
names  Medicare  Premier,  Medicare  Kand  Medicare  X  and  new  sales  of  these  products  were  stopped  as  of 
September  1,  1998. 

This  special  open  enrollment  period  is  available  to  persons  who  are  covered  under  BCBSMA's 
Health  Care  Prepayment  Plan  contract,  HPHCNE' s  cost  contract  or  Aetna  U.S.  Healthcare  Inc.'s  risk 
contract  as  of  September  30,  1998  and  meet  the  definition  of  Eligible  Person  found  in  21 1  CMR  71.03. 
Carriers  must  make  available  to  these  individuals  all  Medicare  Supplement  policies  or  Evidences  of 
Coverage  currently  available  from  the  carrier.  Coverage  must  be  effective  on  January  1,  1999;  provided, 
however,  that  if  a  carrier  can  accommodate  an  earlier  effective  date  and  the  applicant  chooses  to  have 
coverage  with  that  carrier  start  before  January  1,  1999,  an  effective  date  prior  to  January  1,  1999  is 
acceptable. 

Any  questions  regarding  this  bulletin  should  be  directed  Kevin  Beagan,  Director  of  the  Health 
Unit  of  the  State  Rating  Bureau  at  the  Division  of  Insurance,  at  (6 1 7)  52 1  -7347. 
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BULLETIN  98-15 
TO:  Licensees,  Insurers  and  Interested  Parties 


FROM:  Commissioner  Linda  Ruthardt 

DATE:  September  28, 1998 

RE:  Year  2000  Coverage  and  Endorsements 


This  Bulletin  is  intended  to  advise  insurers,  insureds  and  other  interested  parties  about  an 
important  issue  facing  the  public  -  the  so-called  Year  2000  computer  ("Year  2000")  issue. 
Insurers  and  advisory  groups  have  submitted  to  the  Division  numerous  filings  which 
contain  exclusionary  endorsements  relative  to  coverage  for  Year  2000  matters.  As  a  basic 
matter,  the  Division  does  not  want  Year  2000  exclusionary  endorsements  to  be  used 
indiscriminately.  Neither  does  the  Division  wish  to  have  insurers  and  insureds  pay  for 
avoidable  claims.  Accordingly,  the  Division  encourages  the  business  community  to 
resolve  Year  2000  issues  quickly  and  completely  and  recognizes  the  public  policy 
concerns  of  shifting  liability  to  insurance  mechanisms. 

The  Division  will  closely  monitor  activities  regarding  Year  2000  endorsements,  including 
the  following  actions: 

A.  Blanket  (encompassing  more  than  one  line)  filings  and  use  for  all  lines  will  not  be 
accepted. 

B.  Personal  Lines  Coverage  (including  homeowners'  policies  with  incidental  business 
exposures,  personal  auto),  Commercial  Auto  and  Workers'  Compensation:  The 
Division  will  not  allow  any  exclusionary  endorsements  for  new  or  renewal  coverage 
for  any  potential  Year  2000  exposures  in  these  areas. 

C.  Commercial  Lines  Coverage  (including  Commercial  Property,  CGL,  Professional 
Liability,  Business  Owners  and  similar  packages)  (excluding  commercial  auto  and 
workers'  compensation): 

1 .    Company  filings  must  specify  the  lines  of  coverage  affected  by  the  exclusion,  the 
specific  types  of  insureds  the  company  is  targeting  for  exclusion  and  the  specific 
reasons  the  exclusions  are  needed. 


2.  If  an  insurer  is  nonrenewing  a  policy,  the  nonrenewal  must  comply  with  the 
provisions  of  Massachusetts  General  Laws  and  the  notice  provisions  contained 
within  individual  policies: 

a.  mailing  the  nonrenewal  notice  at  least  45  days  prior  to  the  expiration  date  of 
the  policy; 

b.  giving  a  specific  written  explanation  of  the  reasons  for  nonrenewal; 

c.  sending  an  exact  copy  of  the  above  notice  and  explanation  to  the  named 
insured  at  the  mailing  address  shown  m  the  policy  or  the  insured's  broker  or 
agent  of  record; 

d.  and  every  agent  or  broker  receiving  such  notice  and  explanation  shall,  within 
fifteen  days  of  its  receipt,  send  a  copy  to  the  insured  or  the  principal  unless 
such  agent  or  broker  has  replaced  the  insurance. 

Failure  to  comply  with  applicable  requirements  will  result  in  an  illegal 
nonrenewal  and  the  company  must  renew  the  existing  policy.  See,  inter  alia. 
M.G.L.  Chapter  175,  sees.  4;  99;  111A;  11  IB;  113F;  193G;  193P. 

3.  If  an  insurer  is  offering  to  renew  the  policy  but  attaching  a  Year  2000 
exclusionary  endorsement,  modifying  the  coverage  or  increasing  the  deductible, 
the  company  must  notify  insureds,  in  writing,  of  the  change  in  deductible  or 
coverage;  clearly  explain  that  Year  2000  coverage  is  being  excluded  or  modified 
on  the  renewal  policy;  send  an  exact  copy  of  such  notice  to  the  insured's  broker,  if 
known,  or  the  agent  of  record;  and  keep  proof  of  mailing  or  proof  of  receipt  of 
such  notice.  The  Insurance  Services  Office  ("ISO")  has  submitted  into  public 
docket  number  G98-17  a  "sample  of  policyholder  notifications  for  all  Year  2000 
filings."  The  Division  hereby  adopts  the  language  contained  within  these 
notifications  as  one  example  of  the  minimum  requirements  for  such  notifications 
to  insureds  for  modifications  in  coverage  or  deductible. 

Failure  to  comply  may  result  in  the  company  being  required  to  renew  the  policy 
for  one  policy  period  on  the  same  terms  and  conditions  as  the  expiring  policy.  . 
See,  inter  alia.  M.G.L.  Chapter  175,  sees.  4;  99;  111A;  11  IB;  113F;  193G;  193P. 

D.  General  Supervisory  Matters: 

1 .  Since  the  Year  2000  issue  also  may  affect  insurance  companies  directly  in  their 
own  business  functions,  the  Division  has  retained  the  assistance  of  KPMG  Peat 
Marwick  LLP  for  a  risk  analysis  of  domestic  insurers'  remediation  of  Year  2000 
matters. 

2.  The  Division  will  also  continue  to  monitor  the  marketplace  relative  to  Year  2000 
matters  through  complaints  and  market  conduct  actions  to  evaluate  whether 
inappropriate  activities  are  taking  place.  By  means  of  description  but  not  as  a 
limitation,  the  Division  will  closely  watch  cancellation  of  policies  mid-term  due 
to  Year  2000  exposures,  non-renewing  policies  or  using  Year  2000  endorsements 
on  a  blanket  basis  as  opposed  to  underwriting  individual  risks,  using  Year  2000 


exclusions  to  the  degree  that  marketplace  disruption  is  evident  or  receiving 
substantiated  consumer  complaints  relative  to  company  abuses  on  Year  2000- 
related  exclusion  activities.  The  Division  will  look  with  disfavor  on  applying 
Year  2000  exclusionary  endorsements  to  "named  peril"  policies  (as  opposed  to 
"all  risk"  policies)  where  the  Year  2000  matter  is  not  already  identified  as  such  a 
"named  peril." 

3.    The  Division  also  encourages  insurers  to  promote  information-sharing  on  this 
important  matter  with  their  commercial  insureds.  As  an  aid,  such  information 
may  include  Year  2000  compliance  checklists,  date  critical  testing  criteria  and 
additional  sources  for  Year  2000  information.  The  Division  applauds  those 
insurers  that  have  already  fostered  such  education  and  strongly  urges  others  to  do 
so  shortly. 

Please  note  that  the  Division  will  enforce  all  existing  laws  and  regulations  to  provide 
remedial  relief  to  consumers  if  it  determines  that  inappropriate  activities  are,  in  fact, 
occurring.  Any  questions  about  this  Bulletin  may  be  directed  to  Lucinda  Woods, 
Director  of  Policy  Review  for  the  State  Rating  Bureau  at  617-521-7341 . 


COMMONWEALTH  OF  MASSACHUSETTS 
DIVISION  OF  INSURANCE 

470  Atlantic  Avenue  •  Boston.  MA  02210-2223 

(617)  521-7794  •  FAX  (617)  521-7771 

TTY/TDD  (617)  521-7490 

http://www.state.ma.us/doi 


ARGEO  PAUL  CELLUCCI 

GOVERNOR 

LINDA  RUTHARDT 

COMMISSIONER  OF  INSURANCE 


DANIEL  A  GRABAUSKAS 

DIRECTOR.  CONSUMER  AFFAIRS 

AND  BUSINESS  REGULATION 


Bulletin  98-16 


To:       Issuers  Offering  Medicare  Supplement  Insurance 

HMOs  Offering  Evidences  of  Coverage  Issued  Pursuant  to  a  Risk  or  Cost  Contract 

From:  Commissioner  Linda  liuthardt 

Re:       Required  Open  Enrollment  Period  To  Be  Held  Pursuant  to  M.G.L.  c.  176K 

for  Medicare  Supplement  plans  between  October  8, 1998  and  December  7,  1998  and 
for  Medicare  HMO  plans  between  October  8, 1998  and  November  20, 1998 


Date:    October  2, 1998 


The  purpose  of  this  bulletin  is  to  inform  all  issuers  offering  Medicare  Supplement  insurance 
policies  and  HMOs  offering  evidences  of  coverage  issued  pursuant  to  a  risk  or  cost  contract  that  are 
subject  to  the  provisions  of  M.G.L,  c.  176K  that  such  carriers  must  participate  in  a  required  open 
enrollment  period  pursuant  to  M.G.L.  c.  176K,  sections  (2)(b)  and  3(g),  as  well  as  211  CMR  71.10(6). 
This  required  open  enrollment  period  will  be  for  carriers  marketing  Medicare  Supplement  plans  and 
Medicare  HMO  products  within  the  Medicare-approved  service  areas  for  the  Health  Care  Prepayment 
Plans  of  Community  Health  Plan  and  Kaiser  Foundation  Health  Plan  of  Massachusetts  and  will  start  on 
October  8,  1998  and  continue  through  the  dates  noted  above. 

The  Division  has  scheduled  this  open  enrollment  period  because  it  has  been  notified  by  the  federal 
Health  Care  Financing  Administration  (HCFA)  that  HCFA's  Health  Care  Prepayment  Plan  contracts  with 
Community  Health  Plan  (CHP)  and  with  Kaiser  Foundation  Health  Plan  of  Massachusetts  (Kaiser)  will  no 
longer  be  in  effect  as  of  January  1,  1999  for  the  purposes  of  individual/direct  pay  enrollment.  The  CHP 
Health  Care  Prepayment  Plan  product  had  been  marketed  under  the  name  Medicare  Plus;  the  Kaiser 
Health  Care  Prepayment  Plan  product  had  been  marketed  under  the  name  Medicare  Plus.  Both  CHP  and 
Kaiser  ceased  new  sales  of  their  Health  Care  Prepayment  Plan  products  as  of  January  1,  1996. 

This  open  enrollment  period  is  available  to  all  persons  who  are  covered  under  either  a  CHP  or 
Kaiser  Health  Care  Prepayment  Plan  as  of  September  30,  1998  and  who  meet  the  definition  of  Eligible 
Person  found  in  211  CMR  71.03.  Carriers  must  make  available  to  these  individuals  all  Medicare 
Supplement  policies  or  Evidences  of  Coverage  currently  available  from  the  carrier.  Coverage  must  be 
effective  on  January  1,  1999;  provided,  however,  that  if  a  carrier  can  accommodate  an  earlier  effective 
date  and  the  applicant  chooses  to  have  coverage  with  that  carrier  start  before  January  1,  1999,  an  effective 
date  prior  to  January  1,  1999  is  acceptable. 

Any  questions  regarding  this  bulletin  should  be  directed  Kevin  Beagan,  Director  of  the  Health 
Unit  of  the  State  Rating  Bureau  at  the  Division  of  Insurance,  at  (617)  521-7347. 
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BULLETIN  98-17 


TO:  Licensees,  Insurers  and  Interested  Parties 

FROM:  Commissioner  Linda  Ruthard^-/wy^y£^ 

DATE:  October  9, 1998 

RE:  Individual  Equity  Indexed  Products 


The  Division  of  Insurance  is  currently  reviewing  a  number  of  individual  Equity  Indexed 
products.  This  Bulletin  sets  forth  guidelines  to  assist  insurers  with  the  filing  of  these 
forms. 


All  actuarial  information  and  actuarial  certifications  relative  to  proposed  reserving 
methods  and  investment  strategies  must  be  forwarded  to  the  State  Rating  Bureau  of  the 
Division  for  review.  Please  note  that  not  all  related  products  are  fixed  products;  some  of 
them  may  be  variable.  If  variable,  the  Division  will  treat  such  products  in  accordance 
with  applicable  laws  concerning  such  variable  products. 

Actuarial  Memorandum:  The  requisite  actuarial  memorandum,  prepared  and  signed  by  a 
qualified  actuary,  must  contain  the  following: 

1 .  A  description  of  the  policy; 

2.  A  description  of  the  index  used  and  the  criteria  for  selecting  a  substitute  index  if 
the  current  index  is  no  longer  in  existence  or  applicable; 

3.  A  description  of  how  index-based  benefits  are  calculated,  including  formula 
definitions,  descriptions  of  calculations  of  level,  up  and  down  index  scenarios, 
and  descriptions  of  the  minimum  cap  and  floor  for  all  indexed  products; 

4.  A  description  of  reserving  methods; 

5.  A  description  of  asset  adequacy  testing  methodologies  used  to  address  product 
features  unique  to  the  equity  indexed  product; 

6.  A  statement  by  a  qualified  actuary  that  the  reserve  method  should  produce 
reserves  that  meet  the  minimum  statutory  requirements; 

7.  If  the  policy  contains  a  provision  allowing  insureds  to  withdraw  funds  without  a 
surrender  charge,  the  actuarial  memorandum  should  demonstrate  that  proposed 
reserves  are  at  least  equal  to  the  accumulation  value  rather  than  the  surrender 
value. 


Hedging  Policy:  The  hedging  policy  must  clearly  disclose  and  include  the  following 
matters: 

1 .  A  description  of  hedging  instruments,  if  any,  that  are  planned  to  be  acquired  to 
fund  the  obligations  inherent  in  the  policy; 

2.  A  description  of  the  methods  used  to  determine  the  amount  and  type  (including 
maturity  and  strike  price)  of  hedging  instruments,  if  any,  used  to  hedge  the  risks 
associated  with  the  indexed  obligations; 

3.  A  description  of  the  methods  used  to  determine  the  extent  of  rebalancing  of  the 
portfolio  supporting  the  product  and  the  frequency  of  rebalancing; 

4.  A  description  of  the  responsibilities  within  the  company  with  regard  to  the 
individual(s)  who  determine(s)  the  hedging  policy,  approve  the  hedging  policy 
and  carry  out  the  hedging  policy; 

5.  A  description  of  risk-handling  associated  with  purchasing  such  hedging 
instruments,  including  liquidity,  credit,  market,  pricing,  legal  and  operational  risks 
associated  thereto; 

6.  Detailed  support  for  any  required  reserve  certifications  relative  to  "reasonableness 
of  assumptions;" 

7.  If  the  reserving  method  is  based  on  attaining  any  "hedged  as  required"  criteria,  a 
description  of  how  such  criteria  will  be  met. 

Investment  Plan:  The  filing  must  include  a  description  of  the  investment  plan  used  to 
fund  the  policy,  if  not  addressed  above. 

Annual  Statement:  All  filings  must  set  forth  an  example  of  the  annual  statement  provided 
to  policyholders. 

Certifications:  The  filing  must  include  a  certification  by  a  duly  authorized  officer  of  the 
company  that  (1)  the  company  will  provide  the  State  Rating  Bureau  any  additional 
information  relative  to  reserves  that  the  Division  may  request  at  a  later  date;  and  (2)  that 
any  changes  in  investment  strategies  relative  to  the  filing  will  be  filed  with  the  Division 
on  an  ongoing  basis. 

Disclosure  Requirements: 

1 .    Policy  Application:  The  policy  application  must  include  a  prominent 

acknowledgment  disclosing  that  the  applicant  understands  that  he/she  is  applying  for 
an  equity  indexed  annuity.  Such  statement  must  also  disclose  that  while  the  values  of 
the  policy  may  be  affected  by  an  external  index,  the  policy  does  not  directly 
participate  in  any  stock  or  equity  investments.  It  must  include  a  statement  of 
understanding  that  any  values  shown,  other  than  guaranteed  minimum  values,  are  not 
guarantees,  promises  or  warranties.  This  disclosure  statement  must  be  set  forth  (in  at 
least  10  point  type)  immediately  preceding  the  signature  line. 


2.    Policy:  At  minimum,  all  policy  forms  must  comply  with  the  following  requirements: 

a.  Contain  a  prominent  notice  on  the  cover  page  accurately  describing  the  contract's 
involvement  with  an  external  index.  The  notice  should  disclose  that  while  values 
of  the  policy  may  be  affected  by  an  external  index,  the  policy  does  not  directly 
participate  in  any  stock  or  equity  investments. 

b.  Define  the  death  benefit  provided  by  the  policy  and  how  the  death  of  the 
policyholder  affects  the  cash  value  and  excess  interest  accumulation  in  the  policy. 

c.  Disclose  all  available  indexed  periods  and  the  date  of  expiration  of  the  elected 
period.  Additionally,  the  contract  form  must  clarify  what  happens  upon 
expiration  of  an  indexed  period. 

d.  If  a  policy  is  to  be  linked  to  an  index  for  some  specified  period  less  than  the  time 
to  the  maturity  date  of  the  policy,  then  the  expiration  date  of  such  period  and  any 
minimum  guaranteed  rates  applied  thereafter  must  be  specified. 

e.  Define  the  formula  used  to  determine  indexed  credits  and  indexed  value. 

f.  Provide  for  and  describe  the  use  of  a  substitute  index  in  the  event  that  the  named 
index  is  discontinued.  Advance  notification  of  a  change  in  the  index  must  be 
provided  to  the  Division  upon  a  change  in  the  index.  The  filing  of  an 
endorsement  naming  the  substitute  index  is  required. 

g.  If  premiums  may  be  allocated  to  different  accounts  applicable  to  different 
portions  of  the  policy  value,  then  the  policy  must  contain  a  description  of  the 
allocation  of  interest  credits. 

h.    Disclose  the  minimum  guaranteed  rates  that  apply  until  the  maturity  date  of  the 
policy. 

i.     Define  the  policy's  value  upon  surrender  during  an  indexed  term,  at  the  end  of  the 
term  or  at  any  time  prior  to  maturity. 

j.     Disclose  the  guaranteed  participation  rate  at  issue  and  during  the  first  indexed 
period.  If  the  participation  rate  may  be  redetermined  at  any  time  during  an 
indexed  period  or  at  the  end  of  an  indexed  period,  the  policy  must  clearly  disclose 
the  minimum  participation  rate  for  all  periods  and  the  factors  which  would  lead  to 
a  change  in  any  participation  rate. 

k.    If  the  policy  contains  a  cap  or  floor  for  the  indexed  benefits,  then  the  policy  must 
clearly  disclose  any  guaranteed  cap  or  floor  at  issue  and  during  the  first  indexed 
period.  If  the  cap  or  floor  may  be  redetermined  during  an  indexed  period  or  at  the 
end  of  the  guaranteed  period,  the  policy  must  clearly  describe  the  minimum  cap  or 
floor  relative  to  the  indexed  benefits. 

1.     Disclose  that  in  the  event  of  insolvency  of  the  issuing  insurer,  policyholders  look 
to  the  guaranty  fund  system  in  which  the  policyholder  resides  and  caution 
policyholders  to  contact  said  in-state  guaranty  fund  system  for  more  information 
about  the  nature,  existence  and  degree  of  coverage. 

Forms  must  not: 

a.    Use  investment  terms  such  as  investment  performance,  investment  returns, 

maximizing  returns,  Wall  Street  or  the  stock  market  except  with  extreme  care  and 
with  appropriate  caveats. 


b.  Describe  the  equity  indexing  feature  or  formula  as  a  means  of  participation  in  the 
stock  market,  the  equity  markets  or  the  S  &  P  500  or  other  index,  although 
indexing  may  be  appropriately  described  as  providing  the  potential  for  higher 
excess  interest  rates  over  the  long  term. 

c.  Provide  a  partial  or  complete  list  of  the  stocks  or  companies  that  constitute  the 
index. 

d.  Stress  similarities  to  variable  products,  mutual  funds  or  other  investment  vehicles. 

3.    Advertising  Materials:  Filings  must  include  all  advertising  materials,  including  any 
illustrations  used  in  marketing  the  contract  form.  Please  note  that  these  materials,  as 
always,  will  be  subject  to  appropriate  review.  Language  in  marketing  materials  must 
be  balanced  and  must  disclose: 

a.  that  the  policy  does  not  directly  participate  in  any  stock  or  equity  investments; 

b.  that  failure  to  maintain  the  policy  to  maturity  may  result  in  no  participation  in  the 
equity  index; 

c.  the  participation  rate  and  its  relation  to  the  equity  index,  including  an  invitation  to 
contract,  the  excess  interest  formula,  any  caps  or  floors  on  excess  interest, 
surrender  and  other  charges  and  the  guaranteed  minimum  rate  of  interest  payable; 

d.  the  death  benefit  provided  by  the  policy  and  how  the  death  of  the  policyholder 
affects  cash  value  and  excess  interest  accumulation  in  the  policy. 

Any  questions  about  this  Bulletin  may  be  directed  to  Henry  Lieberman,  Supervisor  of 
Policy  Review  for  the  State  Rating  Bureau  at  617-521-7340. 
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Bulletin  98-18 

To:       Issuers  Offering  Medicare  Supplement  Insurance 
HMOs  Offering  Medicare  Managed  Care  Plajjs 

From:  Commissioner  Linda  Ruthardt 


RE:  Extension  of  Required  Open  Enrollment  Period  Scheduled  in  Bulletin  98-14 
Extension  of  Required  Open  Enrollment  Period  Scheduled  in  Bulletin  98-16 
Medigap  Protections  in  Section  4031  of  the  Federal  Balanced  Budget  Act  of  1997 

Date:  November  23, 1998 


•     Extension  of  Required  Open  Enrollment  Period  Scheduled  in  Bulletin  98-14 

In  Division  of  Insurance  (Division)  Bulletin  98-14  (copy  attached),  a  required  open 
enrollment  period  was  scheduled  because  the  Division  had  been  notified  by  the  federal  Health 
Care  Financing  Administration  (HCFA)  that  HCFA's  Health  Care  Prepayment  Plan  contract 
with  Blue  Cross  and  Blue  Shield  of  Massachusetts,  Inc.  (BCBSMA),  HCFA's  cost  contract  with 
Harvard  Pilgrim  Health  Care  of  New  England,  Inc.  (HPHCNE)  and  HCFA's  risk  contract  with 
Aetna  U.S.  Healthcare  Inc.  will  no  longer  be  in  effect  as  of  January  1 ,  1 999.  The  open 
enrollment  period  was  scheduled  to  be  held  for  Medicare  Supplement  plans  between 
October  1,  1998  and  November  30,  1998  and  for  Medicare  managed  care  plans  between 
October  1,  1998  and  November  16,  1998. 

Due  to  delays  in  the  plans  receiving  HCFA  approval  to  inform  members  of  these  plans  of  all 
the  information  regarding  their  status  and  options  for  other  coverage,  the  Division  is  extending 
this  required  open  enrollment  period  through  December  18,  1998  for  Medicare  Supplement  Plans 
for  coverage  effective  January  1,  1999  and  through  December  31,  1998  for  Medicare  managed 
care  plans  for  coverage  effective  January  1,  1999,  provided,  however,  that  this  required  open 
enrollment  period  is  extended  through  Monday,  November  30,  1999  for  January  1 ,  1999 
coverage  for  the  Community  Health  Plan  cost  contract  plan  only.  The  same  people  described  in 
the  third  paragraph  of  Bulletin  98-14  are  entitled  to  this  extended  open  enrollment  opportunity. 
(Please  refer  to  the  chart  at  the  end  of  this  bulletin  for  a  summary  of  the  change  in  ending  dates.) 
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•     Extension  of  Required  Open  Enrollment  Period  Scheduled  in  Bulletin  98-16 

In  Division  Bulletin  98-16  (copy  attached),  a  required  open  enrollment  period  was  scheduled 
because  the  Division  had  been  notified  by  HCFA  that  HCFA's  Health  Care  Prepayment  Plan 
contracts  with  Community  Health  Plan  (CHP)  and  with  Kaiser  Foundation  Health  Plan  of 
Massachusetts  (Kaiser)  will  no  longer  be  in  effect  as  of  January  1,  1999  for  the  purposes  of 
individual/direct  pay  enrollment.  The  open  enrollment  period  was  scheduled  to  be  held  for 
Medicare  Supplement  plans  between  October  8,  1998  and  December  7,  1998  and  for  Medicare 
managed  care  plans  between  October  8,  1998  and  November  20,  1998. 

Due  to  delays  in  the  plans  receiving  HCFA  approval  to  inform  members  of  these  plans  of  all 
the  information  regarding  their  status  and  options  for  other  coverage,  the  Division  is  extending 
this  required  open  enrollment  period  through  December  18,  1998  for  Medicare  Supplement  Plans 
for  coverage  effective  January  1,  1999  and  through  December  31,  1998  for  Medicare  managed 
care  plans  for  coverage  effective  January  1,  1999,  provided,  however,  that  this  required  open 
enrollment  period  is  extended  through  Monday,  November  30,  1999  for  January  1,  1999 
coverage  for  the  Community  Health  Plan  cost  contract  plan  only.  The  same  people  described  in 
the  third  paragraph  of  Bulletin  98-16  are  entitled  to  this  extended  open  enrollment  opportunity. 
(Please  refer  to  the  chart  at  the  end  of  this  bulletin  for  a  summary  of  the  change  in  ending  dates. ) 


•  Medigap  Protections  in  Section  4031  of  the  Federal  Balanced  Budget  Act  of  1997 

Section  4031  of  the  federal  Balanced  Budget  Act  of  1997  (BBA  97)  amended  Section 
1882(s)  of  the  federal  Social  Security  Act,  which  is  codified  at  42  U.S.C.  1395ss(s). 
Section  4031  of  BBA  97  (Section  4031)  contains  certain  Medigap  protections  for  individuals 
under  a  variety  of  circumstances.  The  protections  in  Section  4031  relate  to  guaranteeing  issue  of 
Medigap  coverage  without  preexisting  conditions  for  continuously  covered  individuals  and 
limitations  on  the  imposition  of  preexisting  condition  exclusions  during  the  initial  open 
enrollment  period  (subsections  (a)  and  (b)  respectively).  Subsection  (d)  of  Section  403 1  contains 
the  effective  dates  for  these  provisions  and  Subsection  (e)  contains  the  transition  provisions. 

It  is  expected  that  HCFA  will  be  issuing  a  notice  in  the  Federal  Register  regarding  the  model 
regulation  for  these  provisions.  HCFA  has  also  written  to  state  insurance  commissioners 
regarding  the  application  of  these  provisions  to  people  who  are  in  Medicare  managed  care  plans 
that  will  no  longer  be  serving  some  or  all  of  its  Medicare  beneficiaries  as  of  January  1,  1 999  (see 
attached  letter).  Please  review  this  letter  carefully  for  information  regarding  obligations  of 
Medigap  carriers  to  issue  coverage  under  Section  4031.  In  addition,  the  following  should  be 
noted. 

•  HCFA  states  in  its  letter  that  the  guarantee  issue  rights  under  Section  403 1  are  not  required 
for  those  people  who  are  enrolled  in  Medicare  soley  due  to  end-stage  renal  disease  if  a  carrier 
is  not  already  selling  to  those  individuals. 

•  M.G.L.  c.  176K  §  3(a)  prohibits  Medigap  issuers  from  discriminating  in  the  pricing  of  a 
Medigap  policy  because  of  the  "age,  health  status,  claims  experience,  receipt  of  health  care, 
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[or]  medical  condition  of  the  eligible  person...."  M.G.L.  c.  176K,  §  3(b)  prohibits  Medigap 
issuers  from  having  any  waiting  period  or  preexisting  condition  limitation  or  exclusion  in 
their  policies.  Therefore,  the  Massachusetts  regulatory  program  already  contains  general 
prohibitions  on  price  discrimination  and  pre-existing  condition  provisions. 

•  42  U.S.C.  1395ss(s)(C)(iv)  states  the  following: 

For  the  purposes  of  applying  this  paragraph  in  the  case  of  a  State  that  provides  for 
offering  of  benefit  packages  other  than  under  the  classification  referred  to  in  clause  (i), 
the  references  to  benefit  packages  in  such  clause  are  deemed  references  to  comparable 
benefit  packages  offered  in  such  State. 

42  U.S.C.  1395ss(s)(C)(i)  refers  to  federal  standard  benefit  packages  A,  B,  C  and  F.  As  you 
know,  Massachusetts  received  a  waiver  pursuant  to  42  U.S.C.  1395ss(p)(6)  from  the  federal 
standard  benefit  package  requirements.  As  a  result,  Massachusetts  has  three  standard  benefit 
packages:  Medicare  Supplement  Core,  Medicare  Supplement  1  and  Medicare  Supplement  2. 
It  is  the  position  of  the  Division  of  Insurance  that  comparable  benefit  packages  under 
42  U.S.C.  1395ss(s)(C)(iv)  are  both  the  Massachusetts  Medicare  Supplement  Core  and 
Medicare  Supplement  1  plans.  Because  federal  plans  A,  B,  C  and  F  do  not  contain  an 
outpatient  prescription  drug  benefit,  it  does  not  appear  that  Medicare  Supplement  2  is 
comparable  to  those  federal  plans. 

•  It  is  the  Division's  understanding  of  Section  403 1(e)  that  Massachusetts  is  expected  to  update 
its  regulatory  program  by  April  29,  1999  in  order  to  be  in  compliance  with  the  requirements 
of  Section  403 1 .  Although  Massachusetts  has  not  done  such  yet,  it  should  be  noted  that  an 
issuer's  failure  to  provide  coverage  as  required  by  Section  403 1  will  be  reviewed  by  the 
Division  for  possible  violations  of  M.G.L.  c.  176D  and  any  other  applicable  statutes  and 
regulations.  The  attached  letter  from  HCFA  also  notes  that  there  are  federal  civil  monetary 
penalties  for  failure  to  comply  with  these  federal  requirements.  Please  also  note  that,  in  the 
interim,  the  Division  will  not  require  Medigap  issuers  in  Massachusetts  to  immediately 
update  their  policy  forms  in  order  to  comply  with  Section  403 1 .  These  issuers  will  be 
contacted  individually  to  discuss  when  policy  form  changes  will  be  made.  However,  the 
Division  expects  issuers  to  adhere  to  these  federal  requirements  in  this  interim  period 
regardless  of  the  language  in  the  issuer's  policy  form. 

•  As  noted  in  HCFA's  letter,  there  are  some  Medicare  managed  care  plans  that  will  no  longer 
be  serving  some  or  all  of  their  current  Medicare  beneficiaries  as  of  January  1,  1999.  As  a 
result,  the  individuals  in  those  plans  are  entitled  to  the  Medigap  guarantee  issue  rights  found 
in  42  U.S.C.  1395ss(s)(3)(B)(iii)  and,  possibly,  also  in  42  U.S.C.  1395ss(s)(3)(B)(v).  It  is  the 
Division's  understanding  from  HCFA  that  individuals  covered  under  HCFA's  cost  contract 
with  HPHCNE  and  risk  contract  with  Aetna  U.S.  Healthcare  Inc.  (discussed  above  in  regard 
to  Bulletin  No.  98-14)  will  be  eligible  for  the  guarantee  issue  rights  in  these  provisions  if  all 
other  requirements  are  met.  It  is  also  the  Division's  understanding  that  the  63  day  period  will 
run  from  January  1,  1999  through  March  5,  1999  under  42  U.S.C.  1 395ss(s)(3)(B)(iH)  for  the 
people  in  these  two  plans.  Of  course,  in  general,  other  individuals  may  be  eligible  for  the 
guarantee  issue  rights  in  Section  4031  at  any  time,  including  42  U.S.C.  1395ss(s)(3)(B)(v). 
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Any  questions  regarding  this  bulletin  should  be  directed  to  Kevin  Beagan,  Director  of  the 
Health  Unit  of  the  State  Rating  Bureau  at  the  Division  of  Insurance,  at  (617)  521-7347. 
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Summary  of  Ending  Dates  for  Required  Open  Enrollment  Periods  Scheduled  in 

Division  Bulletins  98-14  and  98-16 


Bulletin  98-14  Required  Open  Enrollment  Periods 


Applies  To: 


HMO  Blue  For  Seniors-BCBSMA 

CarePlus-HPHCNE 

Medicare  Premier,  Medicare  V  and  Medicare  X~ Aetna  U.S.  HealthCare 


Prior  Ending  Date: 

New  Ending  Date: 

- 

Medicare  Supplement  Plans 

November  30,  1998 

December  18,  1998 

- 

Medicare  HMO  Plans 
(except  Community  Health 
Plan) 

November  16,  1998 

December  31,  1998 

Community  Health  Plan 

November  16,  1998 

November  30,  1998 

Bulletin  98-16  Required  Open  Enrollment  Period 


Applies  To: 


Medicare  Plus— Community  Health  Plan 
Medicare  Plus-  -Kaiser  Foundation  Health  Plan 


Prior  Ending  Date: 

New  Ending  Date: 

Medicare  Supplement  Plans 

December  7,  1998 

December  18,  1998 

Medicare  HMO  Plans 
(except  Community  Health 
Plan) 

November  20,  1998 

December  31,  1998 

Community  Health  Plan 

November  20,  1998 

November  30,  1998 
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